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FOREWORD 


The two Iberian chiefs of state are simultaneously paving the way for the 
governments that are eventually to succeed them. Each commands effective sup- 
port ror his autocratic system but no doubt realizes that there is a demand 
even within his own party for a more collective leadership for future years. 

A new "fundamental law" is being devised in Spain to insure the continuity of 
the regime after Franco. The Falange is doing its utmost to see that any 
successor to the dictator will at least be constitutionally obliged to 
retain the party in its position of power. In Portugal Deputy Premier Marcelo 
Caetano is reportedly being readied to follow Salazar one day as Prime Minis- 
ter, but at the same time Salazar has indicated he wants to see Portugal 
evolve into a true corporative state that would not have to depend so much on 
one man for leadership. The expensive 77-day strike in Mexico of the students 
of the Instituto Politécnico finally ended on June 17 with President Ruiz 
Cortines submitting to student demands for a reorganization of the Instituto 
and Yor action on the problem of inadequate board and room facilities for 


students. 


Castillo Armas finally produced a new agrarian law to benefit landless 
farmers and to replace the much denounced agrarian policy of the Arbenz 
governient. However, economic and political reforms have been moving slowly 
and increasing numbers of Guatemalans have been demonstrating their dissatis- 
faction. The government has said the sticks and stones were being hurled from 
a Communist woodpile; to head off an alleged new Red conspiracy, Castillo 
Armas declared a state of alarm on June 24, and shortly afterwards, a state of 
siege. Indignant protest demonstrations by the University Students Associ- 
ation were easily dispersed and even a strike begun by medical students soon 
petered out. 


Plots and conspiracies were reported in El Salvador too, but they were 

nconsequential. Employment was high, foreign trade was booming and coffee 
was bringing a good price. Nicaraguan farmers were not so fortunate. Their 
chief export crops, cotton and coffee, had suffered from heavy rainfall and 
depleted soils, and production fell drastically. Cotton prices were expected 
to be lower because of U.S. "dumping." Martial law was threatened in 

Honduras by President Lozano Diaz who protested that his economic program was 
being upset by attempts of opposition parties to unseat his de facto govern- 
ment. The Nationalists and Liberals charged that they were not represented on 
the electoral boards set up to count votes in the October 7 elections for the 
National Constituent Assembly. Costa Ricans wrangled over an official pro- 
posal to have campaign costs assumed by the government so as to relieve parties 
from undue pressures in financing their electioneering. In Panama the meeting 
of the Presidents of the American Republics had to be postponed because of 
President Eisenhower's intestinal operation. 


General Batista in Cuba restored constitutional guarantees taken away 
following the attempted revolution in May. However, there were new plots in 
June involving many suspects who had amassed quantities of arms, though these 
attempts were nipped in the bud before they could get underway. Haiti has 
emerged as the Caribbean's fastest growing tourist area, having increased its 
trade by 211% over 1951. Income from this source in 1955 was second only to 
that from coffee exports. The Dominican Republic signed an agreement with the 
United States for cooperation in research in the peaceful uses of atomic 
energy. Meanwhile the search for Jesis de Galindez went on. The New York 
City police were unable to substantiate a charge made by a Dominican that 
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Galindez had been incinerated in the boiler of a Dominican freighter.’ Puerto 
Rico continued to advertise widely the effectiveness of its "Operation Boot- 
strap," while new attempts were made to raise the standard of living. A new 
minimum wage bill was promulgated, and a scheme was being promoted for at- 

tracting branch plants from European industry. The very inviting lure was a 
promise of tax exemption and access to a tariff-free U.S. market. Such a 
plan will surely be circumvented by pressures from affected U.S. concerns. 


U.S. businessmen were advised that U.S.-Venezuelan trade should expand 
enormously before long as a result of Venezuela's systematic program of public 
works and industrialization. Transportation improvements have been notable. 
The nation built 747 miles of new roads in 1955, and on June 1 the new 
channel opening up Lake Maracaibo to ocean vessels was put into use. The 
tragic air explosion in June of the Venezuelan Super Constellation off the 
U.S. coast took the lives of 74 and was the Linea Aeropostal Venezolana's 
first accident in its more than a quarter of a century of operation. 


As Colombian President Rojas Pinilla celebrated the third anniversary, 
on June 13, of his assumption of power, which he had proclaimed as necessary 
to end guerrilla warfare, there was evidence that violence had actually 
increased. There were also continuing efforts to muzzle the press. An of- 
ficial National Press Congress, representing 22 newspapers, created a 
National Press Federation with authority to license newsmen and to expel 
members guilty of "bad conduct.” Forty opposition newspapers founded an 
Association of Independent Newsmen. Its president, Alberto Lleras Camargo, 
declared that the nation’s press had never been so oppressed as now. With 
the Peronista-style Third Force movement, inaugurated on June 13, Rojas 
Pinilla hoped to "persuade" Colombians to "lay down political hatreds before 
the national banner." 


For the third consecutive time, Ecuador had orderly, generally honest 
elections, and for the first time in 60 years a Conservative party candidate 
was chosen President. Camilo Ponce Enriquez received only 27% of the votes, 
but won because votes of non-Conservatives were divided among three other 
candidates. All the votes in the close Peruvian presidential elections of 
June 17 had not been tallied by the end of the month, but Manuel Prado 
carried a marginal lead over his closest rival, Fernando Belainde Terry. In 
third place was Hernando Lavalle whom prognosticators had tagged as the 
strongest candidate. Perhaps Odria's endorsement of him was his undoing. 

- The Apristas, though sympathetic to Lavalle, probably feared his ties with 
their arch-enemy, and turned to Prado who promised to legalize their party 
when he became President. Meanwhile, a wave of strikes and violence plagued 
Lima and Callao and persuaded the government to make sweeping arrests of 

“subversive” APRA leaders and to suspend civil rights for 30 days. 


No one was surprised that M.N.R. candidate Hernan Siles Suazo was over- 
whelmingly chosen next President of Bolivia in that country's elections, 
held also on June 17. Three days prior to the balloting the Falange charged 
the government with election frauds and withdrew its candidates. Chile was 
disturbed by continuing Communist agitation and also by rumors of Peronista 
infiltration in the press, radio and army. The Radical party was charged, 
perhaps unjustly, with being the Celestina promoting a Peronista movement. 
The Armed Forces were even alerted to a “threat to national security” when 
details of a revolutionary plot were allegedly found in a letter signed by 
Perén. 
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Perén was also suspected of engineering a plot to overthrow the Aramburu 

vernment in Argentina. On Jume 9, a revolt broke out in Buenos Aires, which 
Vice President Rojas, said to be the real strongman of the government, ef- 
fectively quelled in 12 hours. The President was in Santa Fe at the time. 
Argentines were shocked by the government's severe handling of arrested sub- 
versives, 30 being executed. Uruguay continued to be harassed by strikes, and 
there was a minor cabinet changeover. The Finance Minister resigned, protest- 
ing the difficulties of working under a plural executive. He was especially 
chagrined by his inability to get a personal income tax inaugurated in 
Uruguay. An emigration company was making plans to bring Japanese colonists 


to Paraguay soon. 


When U.S. Vice President Nixon attended Kubitschek's inauguration as 
Brazilian President in January, leaks to the press indicated he had given 
assurances Of U.S. financial aid if Brazil curbed Communism. Shortly after- 
wards, he announced that an Export-Import Bank loan to Brazil was forthcoming 
and that the new administration had promised to keep a close watch on the 
Reds. Early in June Kubitschek took his first concrete action against the 
Communists when he closed the Communist-front League of National Emancipation 
and the communistic Union of Port Workers in Rio. The victims loudly pro- 
tested this surrender to "Yankee imperialistic pressure." Also during June, 
Kubitschek warned that he would not allow Rio to be wrecked by a Red-led 
bogotazo. He was disturbed by the destruction to streetcars by striking 
students who protested the doubling of streetcar fares. The strike was re- 
solved in June when the President agreed to lower the fares to 1.5 instead of 


2 cruzeiros. 
H. Leslie Robinson, Assistant Editor 


IBERIAN PENINSULA 
SPAIN 


Considerable attention was given to what appeared to be the final stage 
in a long official study aimed at revising and co-ordinating Spain's five 
"basic laws" and other fundamental legislation. This body of law, which 
includes the 1938 Labor Charter, the 1945 Bill of Rights @Fuero de los 
espanoles") and the 1947 Law of Succession, comprises the present Consti- 
tution of Spain. The objective of the study apparently was to recommend 
changes which would insure the continuity of the regime upon the death or 
retirement of Generalissimo Franco. Under the "fundamental law” being 
drafted by a special commission, the Falange would supposedly be provided 
with a firm juridical basis and recognized as a national institution. The 
party is known to have become increasingly anxious about its probable status 
under a new ruler. Since Franco's legitimate successor as contemplated 
under the Law of Succession would have to swear to uphold the Constitution 
now being drafted, he would automatically be pledging recognition and support 
of the Falange. Speaking for the party and expressing its desire for a share 
in the power in a post-Franco era, the vice-secretary of the Falange, Diego 
Salas Pomb6, said, "All the executive powers are concentrated in the hands of 
Generalissimo Franco at present. The army, the people and the Church support 
him with faith and enthusiasm. But the army, the people and the Church will 
not accept the concentration of so much power in the hands of any man other 
than Generalissimo Franco. It is therefore necessary to modify our 
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institutions." Franco reportedly may soon prepare the way for further inno- 
vations by appointing a premier to function as head of the government under 
his direction. The key posts of Chief of State and Commander-in-Chief of the 


Armed Forces would be retained by the Generalissimo. 


Moroccan Foreign Minister Ahmed Balafrej arrived in Madrid on June 10 to 
begin negotiations with the Spanish Government concerning implementation of 
the treaty signed on April 7 (H.A.R., IX: p. 158). He was accompanied by 
Prince Moulay Hassan, eldest son of Sultan Mohammed V and heir to the 
Moroccan throne. Within three days agreement was reached on the broad 
features of the transfer of authority, although no announcement was made of 
actual decisions on fundamental problems such as the status of the Spanish 
presidios in Morocco (H.A.R., IX: p. 160) and of the native troops under the 
Spanish flag. Nor was reference made to the outcome of a diplomatic tiff 
touched off after Franco's appointment of Jose Felipe de Alcover as Ambassador 
to the newly formed Moroccan Government earlier in the month. Although the - 
Spaniard was the first foreign emissary to present his credentials to the 
Sultan, the Moroccan Government made clear that the French representative, 
when named, would be regarded as dean of the diplomatic corps. Spain 
protested this decision to no avail. Talks nevertheless apparently ended in 
an atmosphere of cordiality, and it was reported that official ceremonies for 
the transfer of authority would be held in Tetudén, capital of the former 
Spanish Protectorate, within two to three weeks. Spanish Foreign Minister 
Alberto Martin Artajo and Defense Minister Lt. Gen. Agustin Munoz Grandes 
personally saw the visitors off at Barajas airport on June 1}. 


The increasing severity with which the Spanish Government has been 
applying existing restrictions on Protestant activities was lauded by the 
Very Rev. Zacarfas.de Viscarra, titular Bishop of Eressus and ecclesiastical 
leader of the Spanish Catholic Action Association. Referring to the govern- 
ment seizure of bibles and religious literature from the Madrid office of the 
British and Foreign Bible Society (H.A.R., IX: p. 223), Bishop Zacarfas 
wrote in the Catholic magazine Ecclesia that, since the number of Spanish 
Protestants was so small (estimated to be not more than 20,000), the vast 
"arsenal of Protestant literature” could not have been prepared chiefly for 
them. He stated that it "undoubtedly was to be used for propaganda among 
Catholics." In the same article, Bisho Zacarfas scoffed at what he called 
the "mock consecration" of Santos Molina as Bishop of the Spanish Reformed 
Episcopal Church by Episcopal bishops from the United States and Ireland. He 
said that since Protestant bishops “have not been consecrated by the suc- 
cessors of the Apostles, they are neither true consecrators nor true bishops 


of true churches." 


Church-State relations were less harmonious in the northern Basque 
province of Guiptizcoa, where the civil governor ordered the arrest of four 
priests despite a protest by the bishop of the diocese. The priests had 
supported the workers of that area in their recent strikes (H.A.R., 

IX: p. 222). Industrial production in the north remained below normal, with 
the workers continuing slowdown tactics in spite of attempts by governmental 
authorities to force a speed-up. The many arrests and dismissals, combined 

with unfulfilled official promises and the rising cost of living, appeared to 


aggravate an already tense situation. 


RE 
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Spain's leading economists evolved a 10-year plan for raising the 
standard of living without inflation. The scheme was predicated upon outside 
help at the rate of $150 million per year for a period of seven years. It 
was hoped that aid might be obtained from the United States in the form of 
long-term loans and private investment. The U.S. Congress appropriated the 
equivalent of $400 million in credits, loans, food shipments and other forms 
of economic assistance for Spain in the fiscal years 1954-56. Approximately 
half of this has been delivered. 


Some Spaniards still view the U.S. policy as one of "“peseta-pinching," 
put anti-American feeling is far less noticeable than in other European 
countries. The relative lack of "Go home Yanks" sentiment has been at- 
tributed in part to the small number of Americans, both military and 
civilian, living in Spain. There are approximately 2,000 military and 
civilian personnel working on bases for the joint use of U.S. and Spanish 
armed forces and on other military and economic projects. Their dependents 
bring the total of American residents to slightly more than 5,000. An 
exception to the normal sentiment was noted in the case of 3l-year-old bull- 
fighter Harry Whitney from Austin, Texas, who was sentenced to six years in 
prison in June. In an argument growing out of a traffic incident in Madrid, 
Whitney had used "strong words" which were regarded ty authorities as an 
insult to the Spanish nation. Such insults are classified under Spanish law 
as crimes against the state. Whitney appealed to the U.S. Embassy for help. 


According to reliable sources, Los Llanos (near Albacete), one of three 
sites in Spain surveyed last year by U.S. engineers, was selected for the 
location of an additional bomber base. If approved jointly by both countries, 
this would bring the total number of bomber installations to five. The base 
construction program was six months behind schedule in June, due in part to 
unusually heavy winter and spring rains. It was announced that work had 
recently been speeded up to take advantage of good weather. 


PORTUGAL 


Plans to make 67-year-old Premier Salazar's government gradually less 
authoritarian are reportedly being made. Salazar's chief collaborator in 
planning reforms is Marcelo Alves Caetano, whom he appointed Minister of the 
Presidency (Deputy Premier) in July 1955 (H.A.R., VIII: p. 402), and whom he 
is said to be grooming to succeed him eventually as Premier. In a speech on 
June 2 at the Fourth Congress of the Uniao Nacional, the official and only 
political organization permitted in Portugal (H.A.R., IX: p. 224), Caetano 
declared that though Salazar would continue in office for many more years, it 
would be a mistake to indulge in the "conventional habit" of relying too 
heavily on him. The minister advised that Portuguese leaders should not 
merely follow Salazar's doctrine mechanically, but should "live it with a 
creative spirit" so as to "draw new formulas and new solutions." He 
promised that a Corporative Chamber, with representation from the six corpo- 
rations recently created (H.A.R., IX: p. 105), would ultimately be assigned 
final deliberative powers on matters affecting the interests of the 
corporations. 


Delegates at the conference were receptive to Caetano's suggestion that 
Salazar's doctrine might be examined with a critical eye. They submitted 440 
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resolutions proposing reforms in the political, social, economic and cultural 
structure of the country. Later in June, 325 were published, the others being 
excluded presumably because they were too critical. Many of those made 
available praised the regime in glowing terms, but there were also serious 
complaints. One resolution scored the manner in which the government has 
pushed industrial development, tending to strengthen the power of the wealthy 
while steadily lowering the standard of living of the working classes. It 
was pointed out that in general the Portuguese industrialist makes his 
profits by exploiting labor rather than by increasing production. The reso- 
lution proposed that the industrialists should be "educated" for lives of 
"work and responsibility--not of luxury, arrogance and impunity." 


The delegates in submitting this resolution may have been particularly 
concerned with the textile crisis in the Oporto and Braga areas. A survey 
made in May by the textile manufacturers' association revealed that 273 mills, 
most of them small, had closed down since February when production dropped 
sharply. Normally, the region's 480 cotton textile mills employ about 
70,000 people and account for between 7% and 10% of the country's industrial 
employment. Some large plants are now working only part time. Portuguese 
labor laws permit employers to reduce the 48-hour six-day work week to three 
days when demand falls off. 


One of the main causes of the critical situation allegedly was an 
official increase in the price and tax on imports of raw cotton produced in 
the overseas Portuguese possessions. Until recently, Portuguese textile 
manufacturers reportedly benefited by protectionist policies that enabled 
them to reap huge profits. Few of them were said to have been farsighted 
enough to invest their gains in the purchase of modern automatic looms to 
step up production and reduce operating costs. 


The crisis has aggravated the already substandard social and economic 
conditions of a large sector of the population. Minister of Corporations 
Henrique Veiga de Macedo made extensive tours of manufacturing centers in May 
and June and promised workers that projects would soon be undertaken to 
improve housing and health conditions. Meantime, Portugal's largest 
industrial concern, the Companhia Uniao Fabril, granted a 15% wage increase 
early in June to its 25,000 workers in two large chemical plants, a shipyard, 
a construction company and chains of stores selling fertilizers and other 
products to farmers. The company was instructed by the government not to 
publicize the pay raise, apparently because of anxiety that this might lead 
to widespread demands on other companies. Some observers believe the govern- 
ment fears a recurrence of a situation in April when Portuguese industrial 
workers reportedly slowed down production following the example of workers in 
northern Spain who had just staged a wave of sit-down strikes. 


While leaders of the Uniao Nacional were critical of some phases of 
Salazar's domestic policies, they found nothing objectionable in his conduct 
of foreign policy. They noted that the country's prestige abroad was higher q 
than at any time in this century. Meanwhile, the thorny Goan issue was kept - 
alive in India. In a speech before 30,000 cheering Indians, Prime Minister 4 
Nehru declared that while Western nations were criticizing India for its q 
neutrality in the "cold war,” they held aloof as "neutrals" with respect to 
the Goa dispute. The Indian leader said he wanted a "clear answer" from the 
Western powers to India's demands for that Portuguese enclave. He warned that 
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if there were a war involving the NATO powers, Goa might be used as a base, 
which would place India in a "difficult and embarrassing position” that it 
"yould never tolerate." Nehru recalled that Portugal had already appealed to 
the NATO countries for help against India, and that the answers had not always 
been candid and clear. Generally, according to the Prime Minister, the 
members had said that NATO was not hostile to India, but had admitted that if 
the question were brought before the NATO Council they would consider it. 


Nehru asserted that many of the Western nations were "quiet and neutral" 
about colonial matters because they were colonialists. He argued that it was 
"mere quibbling" to say that Portugal has a right to be in Goa simply because 
it has been there for 500 years (sic). “That sort of argument," he said, 
"would justify continuance of the rule of any tyrant anywhere." He added 
that Pope Pius XII had "raised his powerful voice against colonialism"; Nehru 
appealed to Catholic priests to stay out of politics and not to support the 


Portuguese in Goa 


Defense ties between the United States and Portugal were tightened -n 
June. Portuguese Defense Minister Fernando Santos Costa announced that his 
country had placed at the disposal of the U.S. and other NATO members two 
strategically important air bases, one at Montijo in southern Portugal and 
one at Espinho in the north. Col. Santos Costa declared that Portugal had 
quickly agreed to enlarge the two bases in view of "certain recent inter- 
national developments it felt might have an adverse effect on the system of 
western defense." Though he did not specify the "international developments," 
he was clearly referring to the possibility that the United States might lose 
its bases in politically restive Iceland and North Africa. Meanwhile, 
negotiations continued on the renewal of the agreement due to expire in 
September allowing the U.S. to operate its key base in the Azores (H.AR., 


IX: p. 22k). 


MEXICO 


On June 17, the students of the Instituto Politécnico in Mexico City 
ended their 77-day strike (H.A.R., IX: p. 224) shortly after a conference 
between President Ruiz Cortines and the strike committee. The President, 
after rebuking the students for their conduct, promised to reorganize the 
Instituto Politécnico and to appoint a commission with student representation 
to deal with the board problem. Previous conferences between student 
representatives and Secretary of Education José Angel Ceniceros had not ended 
the strike, for, although the Secretary had agreed to create a commission 
responsible for food and the establishment of more boarding houses, he had 
refused to yield to the student demand that Rodolfo Hernandez Corso be 
removed as director. 


A week previously, an agreement between the Secretary of Education and 
the strike committee of the Escuela Nacional de Maestros ended a 56-day walk- 
out. The students had requested improved board and medical facilities, more 
scholarships, increased sports and cultural activities, and a school 


newspaper. 
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The cost of these strikes was estimated at about 12 million pesos. 
Vandalism, the robbing of passers-by, theft of automobiles, and the presence 
of armed student pickets characterized the strikes. Police looked on 
passively in spite of vigorous newspaper protests, and Chief of Police Miguel 
Molinar indicated that he had orders not to interfere or make arrests. 


Outside the capital, the strike of 12 rural normal schools ended on 
June 7. Later the student strike at the University of Morelia ended after 
the governor of Michoacan expressed willingness to increase the university 
subsidy and to make improvements in buildings and equipment. Vandalism in 
Morelia was directed principally at the newspapers El Heraldo and La Voz de 
Michoacan, which had complained of the impunity with h which students broke 

laws. 


On June 26, 1,125 schools in the Federal District were closed for the 
day as teachers demonstrated for increased pay, changes in the pension law, 
and other benefits Teachers held public meetings with parents to enlist 

their support and scheduled another strike for July 3. 


Although Minister of the Interior Angel Carvajal had asserted in May 
that the student strike at the Instituto Politécnico was partly Communist- 
inspired, the extent of Communist influence in the other school strikes has 
not been determined. French Communist youth leader Jacques Denis arrived at 
r the Mexico City airport on June 2, but Mexican authorities would not allow 
him to remain in the country. A welcoming committee composed of Ruth Rivera, 
daughter of Diego Rivera, Nicandro Mendoza, one of the leaders of the student 
strikes, and representatives of the Jewish Progressive Youth and normal 
school organizations protested his enforced departure. 


Eight men, allegedly members of a separatist movement, were arrested in 
Chiapas. Although details of the conspiracy were not revealed, it was 
reported that there has been local resentment for some time against the 
governor for violating the constitution The governor was charged with jail- 
ing opponents on flimsy pretexts and disregarding personal liberties. 


The installation of the new archbishop of Mexico City, Miguel Dario 
Miranda, was celebrated in a televised ceremony at the cathedral on June 28. 
The archbishopric had been without a head since the death of Luis Marfa 
Martinez. The new archbishop is considered sympathetic toward the problems 
of the lower classes, and the day before his enthronement, he declared on 
television, "Our fundamental object will be to look out for the large 
indigenous populations that have been hoping for a Christian civilization for 
more than four centuries, and the workers and peasants, human beings with 
equal right to worldly goods but placed by social injustice in an unequal 
situation in every way." In view of rumors that the excommunicated wife of 
President Ruiz Cortines would attend the ceremony as a gesture of adminis- 
tration goodwill, the absence of a member of the first family of the land 
was especially noteworthy. 


There was a 65% reduction in the number of polio cases after the govern- 
ment began to administer Salk vaccine. Indigent children between the ages of 
6 months and 3 years were given free innoculations; children whose parents 
could afford to pay were referred to the Child Welfare Institute where 

vaccine could be purchased. Alarmed by the outbreak offour new cases of polio 
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in Guadalajara, bringingthe year's total to 28, authorities began an anti fly 
campaign which is being hampered by the lack of personnel needed to enforce 
the federal sanitary code. 


Secretary of Health Ignacio Morones Prieto, upon returning from a meet- 
ing of the World Health Organization, told reporters that Mexico's lagging, 
much criticized campaign against malaria is being watched approvingly by other 
nations concerned with the same problem. Morones Prieto's remarks were in 
sharp contrast with a recent report in Siempre that the death rate from 
malaria is still very high and that half a million new cases are being 
reported annually. 


The Valley of Mexico's new freight terminal was inaugurated on June 26 by 
President Ruiz Cortines. This is the first and most important project in the 
12-month railroad rehabilitation program of the Ferrocarriles Nacionales de 
México. The program, which will cost an estimated 250 million pesos, will be 
financed by federal government funds, F.N.M resources, and revenue from the 
sale of F.N.M. land, and will include the construction and renovation of 
terminals, passenger stations and roundhouses. 


In Chihuahua, the new Chihuahua-Sueco-San Buenaventura highway was 
opened by Governor Jesis Lozoya Solis. The highway, suilt at a cost of 13 
million pesos, is designed to provide easier and quicker means of distri- 
bution for the produce of the area. In the Federal District, rains damaged 
the Cristébal Coldén highway between Mexico City and Cuauhtemoc. Through 
trafiic was re-established on the Mexico-Tuxpan highway by the use of a 
temporary bridge over the rising San Jeronimo river. 


When President Eisenhower recently approved the exportation of 5 million 
sales of surplus cotton, Mexican cotton growers complained that this might 
interfere with the market for their country's leading export. However, 
Anibal de Iturbide, director of the Banco Comercial Mexicano, said that the 
repercussions of "Yankee dumping” are psychological rather than economic, 
since this surplus cotton is of low quality. 


Chiapan consumers queued to buy sugar while Secretary of Labor Adolfo 
Lépez Mateos promoted conciliatory talks between representatives of 80 sugar 
refineries and leaders of the Sugar Workers Union, which was threatening to 
strike. Both refinery workers and sugar growers sought increased remuner- 
ation, which industrial producers say is impossible at the present market 
price of sugar. The workers, with hopes of revising their present contract, 
declared that many merchants have restricted the sale of sugar at the legal 
price or have black-marketed it. The discontent was expected to come to a 
head in July, when the sugar growers of the Unidén Nacional de Productores de 
Azicar will present decisive demands at special meetings designed to deal 
with the problem. 


New off-shore petroleum fields were discovered in the Faja de Oro zone, 
72 kilometers off the coast of Veracruz. 


The Freeport Sulphur Company was negotiating with the Secretary of 
Economy to begin exploration and exploitation of sulphur in the Isthmus of 
Tehuantepec The Freeport company contracted with the Sociedad Cooperativa 
de Fomento Minero, but had not yet received official sanction, 
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The U.S. Department of Commerce reported that Mexico received $260 mil- 
lion from tourist revenues in 1955 with an increase in the number of 
vacationers. Mexican sources, however, stated that the number of tourists 
from the United States had declined, and that 549,000 U.S. visitors spent 
only $123 million in Mexico in 1955. A 50% increase in Canadian tourists was 
noted in 1955 over previous years. 


The Council of the Organization of American States met in Washington and 
drafted a treaty aimed at outlining the duties of member nations in the event 
of imminent civil war in any republic. The delegates approved the treaty, 
with the exception of Article 6, which called for the governments concerned 
to censure all "methodical" propaganda designed to instigate, promote, or 
otherwise aid civil wars. The Mexican representative, Luis Quintanilla, 
opposed this particular article on the grounds that if it were approved it 
would result in lessened freedom of the press and freedom of expressions The 
United States, Chile, Uruguay, Ecuador, and Guatemala supported Mexico in the 
opinion that this article would allow non-subversive activities to be 
denounced as subversive and that it would jeopardize existing constitutional 
freedoms. The protocol also provided for the prohibition of arms exports 
which might be used to promote civil war, and for strict vigilance on the 
movements of individuals who might promote civil wars. 


The Mexican Government arrested Cuban Fidel Alejandro Castro Ruz, leader 
of the anti-Batista group, and 24 other persons believed to be plotting a 
revolt against the Cuban Government scheduled to occur some time in July. 
Government investigators discovered a well-stocked arsenal and documents 
which indicated that the movement was to have received some Communist support. 
Alberto Bayo Giroud, a Mexican citizen, was accused of being the military 

: leader of the movement, and Ernesto Guevara Serna, an Argentine physician who 
was expelled from Guatemala for alleged Communist activities, was charged 
with being the go-between (See CUBA). 


- Political turbulence in Guatemala provoked a rash of rumors and specu- 
c lation in Mexico. The Guatemalan Government asserted that Communist 
agitation was the real cause of recent disturbances. Exiled Guatemalans, led 
by Guillermo Toriello, Guatemalan Foreign Minister in the Arbenz Government, 
denied the charges of the Castillo Armas regime, and stated that the 
demonstrations were genuine manifestations of patriotism and dissatisfaction 
with the current government. Commerce and communications between Mexico and 
J Guatemala were almost entirely halted at the end of June, when the border was 
closed by the Guatemalan Government. 


The distribution of water from the Rio Grande became a source of 
contention between Mexican and American farmers. The shortage of water 
prompted them to accuse each other of having exceeded the water quotas 
assigned by the International Boundary Commission. This situation is further 
aggravated by other water problems which have not been solved by legal 
action. The water controversy originated in Texas, where farmers believed 
that Mexican farmers were drawing water illegally from river flow originally 
marked for Texas consumption; farmers in Mexico, however, believed that they 
had been victimized by their Texas counterparts. 


- 279 - 


A plan to combat foreign fishing in Mexican territorial waters was 
drafted by Horacio Trujillo and approved by the Secretary of the Navy and 
President Ruiz Cortines. Mexican territorial waters have traditionally 
extended nine miles out to sea, but Mexico is now proposing that any country 
be allowed to extend its territorial waters as far as it wishes. The plan 
calls for the construction of 54 patrol boats to be utilized in the Gulf and 
in Pacific waters. The first boats were expected to be placed in service in 


July. 


Mexico City was the scene of the ninth general assembly of FEDECAME, a 
coffee organization which includes all Latin-American producers except 
Colombia and Brazil. The five-day session considered problems of production, 
consumption, and market and price stabilivation. Delegations represented 
Costa Rica, Cuba, Dominican Republic, Ecuador, El Salvador, Guatemala, Haiti, 
Honduras, Nicaragua, Panama, Peru, Puerto Rico, Venezuela and Mexico. 


FEDECAME approved resolutions to punish the adulteration of coffee, to 
seek new foreign markets, to increase exports to the United States, Canada 
and Europe, and to increase coffee consumption within member countries. The 
organi ation also expressed its desire to affiliate with the Pan American 
Coffee Bureau, April 11 was designated as annual Coffee Day, and the tenth 
meeting of FEDECAME was scheduled to be held in Panama in 1957. 


The Latin American Institute of Educational Cinematography was estab- 
lished in June in Mexico City. The Mexican Government and the United Nations 
Educational, Scientific and Cultural Organi ation (UNESCO) agreed to share 
the original costs of the project, and Mexican cinematographer José Kimball 
was appointed to serve as director of the institute. The institute will 
produce, promote, distribute, and utili-e slides and films to supplement 
regular education programs. The purchase and adaptation of educational films 
and the creation of an educational film library are also planned. 


CENTRAL AMERICA AND PANAMA 


GUATEMALA 


Violence erupted in Guatemala City following the announcement on June 24 
that the government had declared a 30-day state of alarm on the grounds that 
Communist party members were agitating to create chaos before attempting to 
regain control of the governmente The Castillo Armas administration further 
charged that former Arbenz officials and other pro-Communist sympathizers 
were plotting in Mexico and El Salvador to create border incidents which 
would supplement the internal subversive activities. 


Groups of students and workers, who had received government permission 
to commemorate the overthrow of the Ubico regime in 1944, launched a bitter 
protest demonstration against the government's suspension of constitutional 
rights. Police and military forces dispersed the demonstrators with clubs 
and rifle butts, and, although wholesale arrests were made, there were no 
serious injuries or deaths reported. 


A subsequent demonstration against the state of alarm resulted in 
violent clashes between student groups and government forces. Four dead, 18 
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wounded, and nearly 200 arrests were reported by official sources. In 
addition, 17 persons blamed for the demonstrations were exiled to Honduras by 
the National Security Director, Ismael Ortiz Orellana. 


Following the second violent incident the President, with cabinet 
approval, declared a state of siege (martial law) charging that subversive 
elements had infiltrated student groups and incited anti-government riots. 
The state of siege imposed a curfew from 6 P.M. to 9 A.M., press censorship, 
and greatly increased police powers of search, seizure, and arrest. 


The University Students Association denounced the state of siege and 
threatened a series of protest strikes if their demands were not met within 
24 hours. The Association included all internes in the Guatemalan hospital 
system and a large percentage of the lower level functionaries in the 
judicial system. The Defense Ministry, in order to head off a general strike 
which had been called by the University Emergency Committee, announced that 
any strikes or demonstrations would be crushed by government forces. As of 
June 28, only the medical students had struck, and they weakened when the law 
students failed to strike. 


In an effort to bring the student groups and the government into agree- 
ment, a meeting was then held in the National Palace, and, although complete 
accord was not reached at the first session, it was believed that progress 
had been made toward the resolution of the disagreement. The government 
relaxed curbs somewhat and lifted censorship on dispatches leaving the 
country as the month ended. 


. The national budget for 1957 called for balanced revenues and expendi- 
is tures of $71 million. About 75% of national income was to be raised from 
customs revenues and excise taxes on tobacco, alcoholic beverages, and 
gasoline. Major expenditures will be in communications and public works, 
$16 million; education, $10.5 million; public health and social welfare, 

; $9 million; and national defense, $8.8 million, Coffee exports from the 

Y 1955-56 crop brought $3 a quintal more than the average price received for 
the 1954-55 crop. Although the total yield was expected to decline 15%-20%, 
the export figures compared favorably with those for the corresponding 
period of the preceding crop yeare Wheat and cotton were expected to show 
increased yields, but corn will have to be imported from the United States 
to bolster the insufficient supply. 


The promulgation of a new Agrarian Law designed to provide land and 
technical and financial assistance for landless farmers was announced by the 
government. Undeveloped public lands, nationalized farms, and expropriated 
idle lands will be distributed under government regulation, and all recipi- 
ents will be subject to compliance with official policy under penalty of 
forfeiture. The new law will replace the controversial agrarian policy of 
the Arbenz government which has been subjected to constant criticism since 
the advent of the Castillo Armas regime. 


The government announced its approval of 22 of 29 applications for oil 
land leases. The official deadline for the awarding of the remainder was set 
for July 10, and all leases not completely adjudicated by then will be 

offered for the highest cash bid. 
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Plans for the construction of a 50,000 kwehydro-electric plant at 
Marinala to supply the Guatemala City area were announced by government 

officials. This project will be undertaken jointly by the government and the 
electric power company which serves the Guatemala City area. 


Guatemala was granted an additional $5 million for economic aid by the 
United States, in addition to the increased appropriation of $5 million for 
defense funds. 


The Ministry of Economy announced the completion of a new free trade 
treaty with Honduras It was expected that this agreement would be ratified 
in the near future. 


The final link in the Guatemalan section of the Pan American Highway 
will be completed in September, 1956, the Guatemalan Embassy in Mexico City 
announced. 


EL SALVADOR 


Maj. Alvaro Diaz, head of the Partido Demécrata Nacionalista (P.D.N.), 
and ex-cadets Asisclo Reyes Martinez and Alberto Bracamonte were arrested and 
briefly imprisoned on charges of conspiracy against the government. The 
cadets declared that the authorities subjected them to lengthy questioning 
and made them sign a document binding themselves in future to shun similar 
affairs, On the other hand, the Partido Auténtico Constitucional (PAC), an 
opposition party led by Col. Rafael Carranza Amaya, denounced a maneuver 
against its leader intended to involve him in a plot against President-elect 
José Marfa Lemus. The party's communiqué stated that the purpose of the 
scheme was to have Col. Carranza banished from the country 


At month's end, the first meeting of the Educational and Cultural 
Council of the Organization of Central American States (ODECA) was held in 
San Salvador under the auspices of the education ministers of the five 

Central American Republics. Among the subjects discussed was the standard- 
ization of teaching systems in Central America. 


President Diaz Lozano of Honduras and President Osorio met at the 
frontier and agreed to sign a new treaty in August incorporating free-trade 
features designed to promote mutual trade. Also present at the meeting were 
El Salvador's President-elect Lemus and ODECA's Secretary General José 

Guillermo Trabanino. 


Foreign Commerce Weekly reported that good coffee prices and seasonally 
high agricultural employment were the main reasons for continuing prosperity 
in El Salvador in the first quarter of 1956. It added that the country's 
foreign trade in 1955 set new import and export records. Imports reached 
$91.3 million, against $86.7 million in 1954, and exports reached $106.9 mil- 
lion, compared with $105 million in 1954. The United States' share of El 
Salvador's trade declined, amounting to 57% of the country's imports, against 
59% in 1954, and 64% of its exports, compared with 72% in 1954. 
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HONDURAS 


In spite of President Julio Lozano Dfaz' announcement that the elections 
for the National Constituent Assembly would take place on October 7, the 
Nationalist and Liberal parties united to try to force his resignation, in 
protest against the arbitrariness of his de facto government. The two parties 
contended that the electoral boards chosen by the government to count the 
votes did not include representation from their parties, although Lozano Diaz 
had promised that they would be made up of equal numbers from each of the 
three major political parties. Alianza Democratica, a rural reform organi- 
zation, also expressed its disapproval of the government by distributing 
handbills calling for a general strike. 


The President described these Cemonstrations as "attempts to sabotage 
his program for economic and social improvements," and stated that, if 
necessary, martial law would be declared to maintain order. He refused to 
give the inaugural address at the Third Convention of Central American News- 
papermen, on the grounds that the journalists had "abused the freedom of the 
press" He made particular reference to the Liberal newspaper, El Pueblo. 


A Hond@uran-U.S; agreement to avoid double income taxation was presented 
for ratification by the Senate. Under this treaty, the first of its kind 
between the U.S. and any Latin American country, Honduras agreed not to tax 
American business concerns unless they have permanent offices in Honduras. 
In the case of American concerns with a Honduran branch, the branch's net 
income would be subject to Honduran taxation only. 


At the request of President Lozano Diaz, the U.S. consulting concern of 
Arthur D. Little, of Cambridge, Mass., has undertaken an experiment involving 
the hardening of dirt roads into all-weather roads by mixing a concentration 
of quicklime with the surface clay. This procedure was begun in Texas ten 
years ago with satisfactory results. A paper and cellulose factory is being 
built, which is expected to produce 32,000 tons of paper annually to supply 
the needs of Central America. 


NICARAGUA 


The Nicaraguan Congress approved a bill introduced by President 
Anastasio Somoza which altered the existing regulations governing trials 
involving libel and abuse in the press. Under the former press law such 
cases were tried by special juries, but now they are to be tried by ordinary 
juries under the provisions of the criminal law. The innovation was in line 
with a recommendation by James G. Stahlman, president of the Inter-American 
Press Association, whose advice was solicited by Somoza 


Minister of the Treasury Rafael Puezo submitted to Congress a budget for 
the fiscal year 1956-57 totaling $38.9 million, an increase of $4.5 million 
over the previous year. Despite this increase, discharge notices were sent 
to many functionaries in all branches of public administration, a fact which 
caused much concern among civil servants and the press. 


Foreign Commerce Weekly reported that business activity during the 
first quarter of 1956 was below normal. It added that farmers were having 
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aifficulties meeting crop loan payments due to substantial drops in production 
of both cotton and coffee. Cotton production during the August-July 1955-56 
marketing year was estimated at 160,000 bales, or 22% less than the 1954-55 
erop of 205,000 bales. This reduction occurred despite a 30% increase in 
cotton plantings and was believed to be a result of excessive rainfall and 
soil depletion. Coffee production also dropped considerably, the 1955-56 

crop being estimated at 18,107 long tons, or 25% less than in the preceding 


crop year. 


A more encouraging prospect was presented by signs of increased in- 
dustrial production. A Nicaraguan firm recently purchased land for a new 
brewery that will require 1,000 workers for its operation, while the 
Nicaraguan Institute of National Development imported from Denmark $17,000 
worth of refrigeration equipment to be installed in the nearly completed 
Managua meat packing plant. Copper will be another item to enter the list of 
Nicaraguan products. The Canadian firm, La Luz Mines, which has been 
operating gold mines in the country since 1938, was preparing to develop a 
large area owned by its subsidiary, Rosita Mines. Ore reserves were esti- 
mated at 4 million tons of 3% copper. 


The Department of Statistics recently announced that the Nicaraguan 
population totalled 1,260,577 as of December 31, 1955. Males numbered 
625,253, and females 635,314 . 


Col. Anastasio Somoza, Jr., Chief of Staff of the Nicaraguan Army, was 
named Chief of the Air Force to replace Col. Carlos Vanegas, who was drowned 


early in June. 


COSTA RICA 


An experiment by which Costa Rica hoped to solve the problem of inequali- 
ty in political campaign expenditures turned into a partisan wrangle. The 
plan essentially called for the government to bear campaign costs so that no 
party would have to yield to undue pressure to finance its campaign. Gonzalo 
J. Facio, newly appointed Ambassador to Washington, acting as a spokesman for 
President sé Figueres' party, severely criticized the opponents of this bill 
and vigorously supported the government proposal The opposition, led by ex- 
Controller General Armadio Quiroz, stated that since the turn of the century 
the presidential election in Costa Rica had been a matter of "winner-take- 
all." In his last statement before retiring from public office, he added 

that invariably after an election the winning party would pass a law that 
recognized only the expenses of the victor and allowed nothing for the losers 
Little hope existed that the plan would work. 


On June 29, by signing an agreement to refinance the British debt of 
1871, Finance Minister Jorge Rossi virtually eliminated the foreign liabili- 
ties of his country. Still outstanding is a small defaulted French issue 
which Congress is to settle similarly. The British settlement was made 
retroactive from January 1, 1955, like the United States settlement of that 


date. 


Underwater upheavals off both coasts of Costa Rica temporarily disrupted 
Central American cable service. Messages were handled by an emergency radio 
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relay to Balboa. The submarine breaks apparently were connected with marked 
earthquake tremors felt in San José 24 hours earlier. No material damage was 
reported in Costa Rica. 


Coffee and fruit growers were concerned over the discovery of significant 
inroads by the Mediterranean fruit fly. The infested areas were primarily in 
the combined fruit and coffee regions of Turrialba and Alajuela. Although it 
was too early to gauge the seriousness of the damage, there was some cautious 
optimism about containing the pest. The fly was apparently at work in the 
infested area for more than a year. A team of entomologists from the quaran- 
tine branch of the U.S. Department of Agriculture visited San José last month 
to study the possible effects of a fly invasion through U.S. ports. The 
contingent was invited by a pest control group organized by the Central Ameri- 
can States, Mexico and Panama. It was to issue a report soon on the extent 
of the infestation. 


PANAMA 


The final count of the May 13 general elections, made on June 15, 
revealed that the Coalicién Patridédtica Nacional will occupy 42 seats and the 
Liberal party, 11 in the National Constituent Assembly. Among the new 

‘¢ deputies for the Coalicién Patridética Nacional is the very active widow of 

a President José Antonio Remén. The President-elect, Ernesto de la Guardia, 

‘ Jr., in reply to Liberal party accusations of electoral fraud, declared that 
"an election that wins by an overwhelming majority in the proportion of 2 to 
1, is able to resist any political attack." Temfstocles Diaz and Heraclio 
Barletta are First and Second Vice-President respectively. 


The meeting of the Presidents of the American republics that was to take 
place at the special session of the Organization of American States scheduled 
for June 25-26 was postponed because of President Eisenhower's intestinal 
operation and his statement that he would be able to attend if the session 
convened at a later date. After consultation with diplomatic representatives 
a of the Latin American republics, President Ricardo Arias Espinosa of Panama 
B agreed on July 21-22 as possible dates. The special session of the Organi- 
™ zation of American States also was postponed until that time. 


A subcommittee of the U.S. House of Representatives approved the con- 
struction of a highway bridge over the Panama Canal at the cost of $20 mil- 
lion as agreed upon in the Panama-U.S. Treaty (H.A.R._, VIII: p. 362). The 
bill was presented for the approval of Congress. Also submitted to the 

Senate was a bill approved by the Senate Interstate and Foreign Commerce 

Committee to transfer jurisdiction of the Panama Canal from the Army to the 
Department of Commerce. 


The most difficult remaining gap in the Pan American Highway was 
traversed for the first time by a survey group in June. The expedition 

started from Chepo at the end of the present Pan American Highway and worked 
across to Turbo, Colombia, at which point the highway is to link up with the 
Colombian road system. 


| 
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CARIBBEAN REPUBLICS AND PUERTO RICO 
CUBA 


Several new plots against the Batista regime were discovered during June. 
None reached the stage of the bloody Matanzas incident of April (H.A.R., 
IX: p. 173), but the quantities of arms seized and the large number of 
suspects arrested indicated total preparations of some consequence. The 
government blamed Carlos Prio Socarras, in exile in Miami, for the over-all 
plotting, but he denied it, and no evidence was produced which implied 
coordination of activity under any single leader. However, one plot exposed 
in Mexico had Cuban ramifications. Fidel Castro Ruiz, leader of the 1953 
attack on the Moncada barracks (H.A.R., VI: No. 7) was arrested by Mexican 
officials for violating asylum by preparing a revolution against Cuba (See 
MEXICO). From headquarters on an hacienda near Mexico City, he directed the 
collection of arms and the training of some 40-50 volunteers, mostly Cuban 
exiles. A list of accomplices released by the Mexicans included names of 
many Cubans who were already under arrest in Havana in the general roundup. 
The list also included persons said to be Communists, but Castro Ruiz denied 
any Communist affiliations. In Havana, as police pressed the search for 
suspects in the various plots, the embassies received several supposed 
leaders who were fleeing for asylum and safe conduct abroad. 


On June 3, General Batista ended censorship ten days ahead of the date 
originally promised following the attack on the barracks at Matanzas. Full 
constitutional guarantees were not restored, however, until the 45-day period 
ended on June 13. The magazine Bohemia celebrated the end of censorship by 
printing 300,000 copies of its issue for June 10 which it called the largest 
ever printed in Cuba. The featured section was named "All the News They 
Would Not Let Us Print." It contained nothing regarding the usual student 
political activities because the University of Havana had been forced to 
close during the whole period as a result of the April riots (H.A.R., 

IX: p. 173). It reopened on June 18. 


Immigration authorities in Miami finally agreed to allow Carlos Prio 
Socarras to remain in the U.S. without the necessity of a court ruling. 
His entry had been questioned (H.A.R., IX: p. 234) because of his 1954 
conviction for smuggling arms. His arrest was ordered in Cuba when the 
various plots were discovered in June. Orders for his arrest were also 
issued during his previous exile but no attempts were made to extradite him. 


With the end of censorship Cuban politicos resumed talk about the 
"formula" which would end the running fight between Batista and the oppo- 
sition. The anti-Batista front reiterated its confidence in the Sociedad 
Amigos de la Republica (SAR) and its venerable mambi leader, Col. Cosme de la 
Torriente. The SAR plan calls for general elections in 1957, but there 
seemed little chance that the government would resume the conversations 
called the "Didélago Civico” in which the SAR had made its proposals (H.A.R., 
IX: p. 116). Instead, there were indications that Batista would push 
through legislation for partial elections in 1957 which would exclude the 
office of President. 


The meeting called by the International Sugar Council at U.N. head- 
quarters in New York to revise the International Sugar Agreement adjourned 
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on June 20 after four weeks of sessions which failed to reach agreement on the 
all-important matters of quotas and prices. New meetings were set for October 
in Geneva. Cuba’s delegation was headed by Minister Without Portolio Amadeo 
Lépez Castro who defended the 2.25-million-ton quota held by Cuba since the 
agreement went into effect in January 1954 (H.A.R., VI: No. 8). Cuba is 
vitally interested in the continuation of the agreement upon which it has come 
to depend for the marketing of the nearly 50% of its production which it sells 
on the world market. The other half is included in U.S. quota arrangements. 
The current quotas would remain in effect until January 1957, but strenuous 
efforts would be made in October by certain countries to raise basic quotas 
in a new agreement to apply after the new year. Especially aggressive in the 
recent meetings toward this end were: the Dominican Republic, Formosa, Peru, 
Indonesia and the Philippines. Proposed quotas of members of the agreement, 
and non-members who agreed to join if their quotas were met, totalled more 
than 7 million tons whereas the current world market is said to be able to 
absorb less than 5 million tons. 


New U.S. quotas were announced in June to conform with the Sugar Act of 
1956 (H.A.R., IX: p. 234) which went into effect officially on May 29. Cuba 
was only slightly affected because of previous adjustments, but its annual 
quotas would continue to increase along with U.S. consumption, presently 
estimated at 8.6 million tons for 1956 and growing at the rate of about 
125,000 tons per year. Per capita consumption was calculated at 103 pounds 


(raw value) per year. 


HAITI 


According to the Foreign Commerce Weekly, income from the tourist trade 
in Haiti is second in volume only to that from coffee imports. In 1955 
nearly a million tourists spent $140 million in the Caribbean Islands--almost 
50% more than in 1951. Haiti was the fastest growing tourist area, with an 
increase of 21% over 1951. No passport was required of the 55,000 U.S. 
citizens who visited the country last year. By the end of 1955, investment 
in tourist hotels exceeded $6 million; Port-au-Prince boasted 668 hotel rooms, 
and night clubs announced that they would remain open every night this year. 


Haiti boasted that it is holding the line against Communist infiltration. 
On January 25, Haiti had refused Russian proposals of technical assistance 
madé in the U.N. General Assembly (H.A.R., IX: p. 20). During June Secretary 
of State Jacques Frangois denied a report that Haiti had refused a Russian 
offer of a $10 million loan, claiming that no such offer had ever been made. 
However, the New York Herald-Tribune stated on the same day that the Soviets 
had offered a $100 million loan to Haiti which had been refused, since 
Russian technical assistance was obligatory. 


Although the Haitian Government was believed to be opposed to the entry 
of cheap cotton prints from Russia, the New York Journal of Commerce reported 
that local Haitian merchants had apparently decided to stock them. Should a 
Haitian-Japanese trade agreement be signed, it would mean the appearance of 
cheap Japanese cottons in Haiti. At present, well over 75% of Haiti's cotton 
goods requirements are supplied by the U.S. Since the U.S. product is of 
superior quality and higher in price, it yields a much higher revenue to the 
Haitian Government than the Russian or Japanese product. 


. 
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At the recent Geneva Meeting on General Agreement on Tariffs and Trade 
Haiti was granted substantial concessions on commodities such as vetivert oil 
and mahogany handicraft items, which account for 36% of its dutiable exports 
+o the U.S. In turn, the United States was granted tariff reductions on 

some of its exports to Haiti, including refrigerators, air-conditioners, 
office machines, breakfast foods, and canned goods. 


According to the New York Journal of Commerce, "A new commercial law 
designed to provide separation between importers and agents in Port-au-Prince 
is still causing some confusion in Haiti. This ruling provides that com- 
mission agents cannot also act as importers of the lines they represent. A 
distributor, on the other hand, can import and resell the product of his 
principals, but cannot take orders from other commercial firms for those same 
products." This ruling, if it can be enforced, will affect the small Haitian 
enterprises more than larger mercantile establishments, most of which are 
foreign-owned and can maintain direct contact with their sources of supply. 


DOMINICAN REPUBLIC 


The mystery of the disappearance of Jesis de Galindez continued unsolved. 
New York City police conducted a thorough examination of the crew and 
installations of the Dominican freighter "Fundacién" and reported no infor- 
mation of value on Galindez' disappearance. The police inquiry resulted from 
a charge by Nicolds Silfa, a naturalized Dominican who heads an anti-Trujillo 
group in New York, that Galindez was incinerated in the boiler of the 
"Fundacién" when it was docked in Brooklyn on March 13. The Federal Bureau 

of Investigation stated that the Galindez case is officially a local New York 
police matter; however unofficially they followed the case. President 
Eisenhower said at a press conference that the U.S. Attorney-General had 
taken immediate action in the Galindez case. Pro-Trujillo Dominicans recently 
attendeda Manhattan meeting to protest the campaign of hatred against the 
generalissimo. The group drafted a cablegram to Trujillo in the name of the 
Dominican colony of New York City pledging their support. 


Cuban Foreign Minister Gonzalo Gilell in a recent press conference in 
Havana stated that the Cuban Government would maintain its present position 

in the controversy with the Dominican Republic. He denied that Venezuela was 
; acting as mediator in the matter, as well as that Cuba had made new represen- 
tations to the Inter-American Peace Commission. 


On June 15, the Dominican Republic and the United States signed an agree- 
ment for cooperation in research in the peaceful uses of atomic energy. The 

} agreement was signed for the Dominican Republic by Ambassador Joaquin E. 

; Salazar. Lewis Strauss, Chairman of the Atomic Energy Commission, and Henry F. 
Holland, Assistant Secretary of State for Inter-American Affairs, signed for 
the U.S. Under the agreement the U.S. Atomic Energy Commission agreed to 
furnish the Dominican Republic up to 13.2 pounds of fissionable material. It 
constituted a first step toward the early development of a Dominican atomic 
research program. 


In a letter addressed to George Meany, president of the A.F.L.-C.I.0. in 
the U.S., the Dominican Confederation of Workers invited him to visit the 
country and inform himself of their rights and privileges. Meany had declared 
recently that the workers had no guarantees in the Dominican Republic. 
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Joaquin Balaguer, Dominican Secretary of State, has been recommended as 
a candidate for the Vice-Presidency by Generalissimo Rafael Trujillo. 


Several Japanese newspapers published complimentary statements regarding 
the Dominican immigration policy after recent visits to the island republic 
by Japanese officials. The inference was that Dominican officials plan to 
admit about 50,000 Japanese immigrants in the next few years. 


The Dominican Republic was reported to be moving rapidly toward self- 
sufficiency in peanut-oil. Peanut production in 1955 increased to 57,870 
short tons. Peanut oil production increased from 6,300 tons in 1953 to 


almost 9,800 tons in 1955. 


PUERTO RICO 


For more than 50 years Puerto Ricans have listened to the lengthy 
opinions of "experts" on the woes of their island. With the success of 
"Operation Bootstrap” well-established, they finally had a chance to publi- 
cize their own efforts to improve themselves. In Jume Governor Luis Munoz 
Marin announced that he planned to invite Ernesto de la Guardia, President- 
elect of Panama, to visit Puerto Rico on July 25, for the celebration of the 
Commonwealth's fourth Anniversary. He added that Panam& was considering the 
establishment of a development program similar to the one operating in 
Puerto Rico, and that he would also invite Eugene Black, president of the 
World Bank, to examine the economic and social progress of Puerto Rico. 
Furthermore, according to Munoz Marin, Prentiss Pahorm, World Bank repre- 
sentative in Panama who recently returned from a Puerto Rican visit, would 
suggest that the Institute of Economic Development, an agency of the World 
Bank, hold a seminar in Puerto Rico to study the success of “Operation Boot- 
strap." The Governor later added: "A few years ago Puerto Rico was asking 
for aid. Now it is highly comforting to realize that we can offer aid to 


others." 


Although the island was moving ahead economically and socially, there 
was an echo from its "colonial" past. The U.S. House of Representatives 
passed clarifying legislation to assure that United States citizens could sue 
or be sued by Puerto Ricans in Federal courts. A U.S. court of appeals had 
held that Puerto Rico was still a "territory" for purposes of law, although 
the island received Commonwealth status in 1952. 


It was announced that ailing Pedro Albizu Campos, Puerto Rican National- 
‘st leader now serving a long term for deaths connected with the abortive 
revolt of 1950, was transferred from Presbyterian Hospital in Santurce to the 
island's main prison in Rio Piedras. The transfer was effected before dawn 
to avoid a demonstration by his fanatical followers. Albizu Campos was 
hospitalized March 27 after suffering a coronary thrombosis. His son, Pedro 
Albizu Meneses, whose right to stay in Puerto Rico was recently affirmed by 
the Immigration Service, once refused to register for the U.S. draft. 


Governor Munoz Marin signed a minimum wage bill in June that represented 
a $15-million-a-year increase in the island's payroll. The bill provides 
minimums of from e5¢ an hour for general agricultural workers to 90¢ an hour 
for sugar factory labor. The governor signed bills at the same time 
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eliminating taxes, amounting to $1 million a year, on sugar in warehouses and 
on blackstrap molasses to help offset the increase in sugar producers’ labor 


costs. 


John I. Snyder, mainland executive director of the Puerto Rican Economic 
Development Administration, announced that his plans for attracting branch 
plants from European concerns were being carried out successfully. Snyder 
said that Deutsche-Waren-Treuhand, a large West German accounting concern 
with headquarters in Hamburg, had been retained as full-time consultant on 
the promotional project in Europe. In addition to securing the usual tax 
exemptions, new industries from Europe would effectively leap U.S. tariff 
barriers. Snyder said also that concerns most interested in locating in 
Puerto Rico were those handling and manufacturing precision instruments, opti- 
cal lenses, jewelry and light machinery. There was no mention made of the 
inevitable opposition of U.S. mainland industry to these plans. 


GRAN COLOMBIA 
VENEZUELA 


There were no survivors of the June 19 Linea Aeropostal Venezolana (LAV) 
accident which took 74 lives, 48 being Venezuelans, more than any other 
commercial air tragedy to date. The Super Constellation, the "General Rafael 
Urdaneta,”" was headed for Caracas from Idlewilde, New York when the pilot 
radioed back that the craft was "unable to maintain 10,000 feet" and that he 
was turning back. Gasoline was jettisoned to lessen the weight and to permit 
a safe landing; however, when the plane was only 15 minutes from Idlewilde, 
it burst into flames and exploded, plunging 8,000 feet to the sea. The 
plane, which had been in service for only 19 months, cost LAV eight million 
bolivares. In carrying 140,000 passengers on 5,000 trips between New York 
and Caracas, this was the first accident for the Venezuelan airline. There 
were accusations printed in New York papers attributed to some "unidentified 
political exiles" that the accident was caused by inadequate maintenance. 


Rumors of "military disturbances" early in the month were officially 
denied. The government explained that they originated in a news broadcast 
from Lima by Alberto Brun to whom Venezuelan authorities had refused 
residence in 1949 as an undesirable alien. 


The Venezuelan Government has sought in vain to get the U.S. State 
Department to kill a $300,000 libel suit, filed March 16 (H.A.R., IX: p. 122) 
against New York Consul General Delfin Enrique Paez by Venezuelan national 
Mariano Arcaya, an international lawyer, although it is still possible that 
it could be dismissed on jurisdictional grounds by U.S. District Judge Edward 
J. Dimock. In an attempt to clear himself of the charges by the Venezuelan 
newspaper, El Heraldo, Arcaya has engaged the well-known handwriting expert, 
Albert D. Osborn. An open trial would, in effect, submit the Venezuelan 
Government to a controversial airing. 


Consul General Paez advised the Export Managers Club of New York in 
June that before long Venezuela would provide a billion dollar market for 
U.S. goods. He explained that this would be made possible by a systematic 
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public works program at a cost of many billions of dollars, by government 
provision for major basic industries through independent agencies and by 
the creation of an industrial climate in Venezuela. Paez declared that 

local and foreign capital are “working hand in glove to industrialize the 


country." 


There was much speculation preceding the announcement by El Nacional 
of Caracas that the first group of oil concessions to be granted by the 
government would comprise 11 parcels of 10,000 hectares each with a 
minimum price of $1,200 per hectare. In anticipation of this announcement 
two new oil companies associated with independent foreign producers were 
formed. The first will be presided over by local businessmen who will 
operate in association with various American independent oilmen. The 
second, the Venezuelan Leasehold Co. comprises a group of independent 
Texas producers who are said to be prepared to invest up to $150 million. 
Since it is being financed equally with American and Venezuelan capital, 
with a 50% royalty guaranteed for the Venezuelan Government, 75% of its 
revenue will remain in the country. 


Crude-petroleum production dipped seasonally during April but was 
still 100,000 barrels per day greater than in the corresponding period a 


year ago. 


Commercial use by ocean-going tankers of the new canal between Lake 
Maracaibo and the Gulf of Venezuela began on June 1. It cost 160 million 
bolivares. Minimum depth of the canal is 35 feet with a width of between 


600 and 1,000 feet. 


Business continued to be very satisfactory in the first part of 1956. 
Finance Minister Pedro Guzman announced that the Venezuelan Treasury closed 
its fiscal year June 30 with a surplus of 285 million bolivares. Guzman 
submitted to Congress the projected budget for 1956-57-totaling 2,670 mil- 
lion bolivares which exceeds the current budget by 120 million bolivares. 

A surplus of 350 million bolivares is expected for next year. 


In the field of public works it was announced that Venezuela added 
747 miles of new roads to its network last year with about half being done 
by the Ministry of Public Works, the other half by the states. Included 
in this were missing links in the Pan American Highway between the Andes 
mountains and the shore of Lake Maracaibo, from Barquisimeto to the 
Colombian border at San Antonio del Tachira. A $45 million 75-mile highway 
between Tejerias and Valencia is to be completed in 1957. Also, some 600 
families have been moved in a slum clearance project in Caracas sponsored 
by the Banco Obrero to a new residential area known as "Dos de Diciembre." 


This is the first year that Venezuela has participated in the Inter- 
national Program of the Exchange of Young Farmers which is sponsored by the 
U.S. 4-H Clubs since the inception of the plan in 1948. All expenses for 
the two young representatives from the U.S. and Venezuela were paid by the 
Creole Petroleum Co. Under the exchange,some 50 nations including 15 
Latin American countries sent representatives to each of the participating 


nations for a six months’ study in agricultural works. 
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A bumper potato and sugar crop has been reported with an estimated surplus 
of from 40,000 to 70,000 metric tons of sugar. The Distribution Corporation 
of Venezuelan Sugar has recommended to the government that the scale of 
payments for sugar be stabilized by exportation, storage of the excess and 
the maintenance of certain levels of production. 


The government continued to propagandize the advances in public works 
and education which it has promoted. It was pointed out that the Central 
University of Venezuela has greatly expanded during the last 10 years. En- 
rollment has doubled during that period to 4,961, with a faculty of 1,000. 
of its ten schools, medicine and engineering are the most popular. Of 602 
degrees granted at the end of the last academic year by the university 113 
went to women. Women were also awarded many top positions in the faculties 
of Humanities and Education and of Medicine. 


The Union of American Women of New York founded in Caracas an Institute 
of Matrimonial and Family Orientation of Hispanic America. Sra. Silva de 
Santolalla, who founded the first such institute in Peru and who was recently 
elected Woman of the Americas of 1956, declared that the mission of these 
institutes is expressed by the slogan, “Better homes for a better world.” 


. 


COLOMBIA 


The third anniversary of Rojas Pinilla's assumption of power, June 13, 
was chosen as the inauguration day for the new Third Force movement (H.A.R., 
IX: p. 243). To celebrate the anniversary date, a crowd gathered at a 
gigantic, much-publicized meeting at Bogota's Campin Stadium. There Rojas 
Pinilla read a solemn oath to the effect that "the fight in support of the 
Third Force will be continued until Colombians lay down political hatreds 
before the national banner.” He then swore in members of youth, labor, farm, 
and women’s groups as participants in this movement. Time magazine noted 
that the orientation of the Third Force was in the style 0 of the army and 
labor-backed Peronista party movement in Argentina. The day before, Rojas 
Pinilla had also required an oath of allegiance of the army in Bogota's Plaza 
Bolivar. Although Rojas Pinilla stated that the Third Force was non- 
political, Time viewed the new movement as marking the end of the only 
remaining legitimate two-party system in South America. 


At, this same event, Rojas Pinilla was proclaimed a candidate for re- 
election as President of Colombia. Although the Colombian Chief of State 
made no reference to this proclamation, his silence was considered very 
significant. The Colombian Constitution prohibits any President from 
directly succeeding himself, but it is entirely possible that the puppet 
National Constituent Assembly might reform the Constitution to permit Rojas 
Pinilla's continuance in office. 


Just as June 13 was a day of celebration for some Colombians, so was it 
a day of mourning for others, especially among the literate upper classes of 
both parties. Time magazine stated that Rojas Pinilla has suffered great 
loss of prestige é within this group through such acts as the killing of 12 
students in 1954, the closing of El Tiempo in 1955, and the assassination of 
"as many as 25 people” in Bogota's 6 bullring early in 1956. The strongest 
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indications of this sentiment came from student groups who demonstrated in 
both Bogota and Medellin to commemorate the June 1954 student massacre. In 
Bogota, two Catholic churches were closed to prevent the saying of memorial 
masses for the dead students, and in both cities student demonstrators were 
arrested. 


The controversial third National Press Congress (H.A.R., IX: p. 241) 
was held as scheduled on June 8. The New York Times labeled this a “govern- 
ment-sponsored" meeting and stated that the congress steam-rollered through a 
series of measures "that will give the government a complete hold over the 
Colombian press and its newspapermen.” The congress created a National Press 
Federation which has authority to license newsmen and also to expel any 
"objectionable" member on the grounds of "bad conduct." The Times stated 
that the congress was government-financed and that the memberships of both 
organizations created by the congress, the Press Federation and the National 
Press Commission, were loaded with editors of "government-controlled" news- 
papers, including the President's son-in-law, Samuel Moreno Diaz, who is 
editor-in-chief of the "official mouthpiece," Diario de Colombia. 


Dissenting newspapers formed the Association of Independent Newsmen 
w th Alberto Lleras Camargo as president. This group, which ratified the 
principles contained in the charter of the Inter-American Press Association, 
met in the offices of Intermedio, substitute for El Tiempo. Forty newspapers 
were represented at this meeting, while only 22 newspapers were represented 
at the official congress. 


In commenting on the press situation, Lleras Camargo stated that never 
since the founding of the nation had the Colombian press been in a situation 
as serious as at present. This statement seemed justified in the light of 
the June 8 arrest of Hernando Santos Castillo, managing editor of Intermedio, 
which is owned by Santos’ uncle, Eduardo Santos, and edited by his father, 
Enrique Santos. Santos Castillo was charged with disrespect for allegedly 
having posted signs injurious to the President on public walls. However, on 
June 18 Santos Castillo, along with Delio Enciso, secretary of the Liberal 
party directorate, and five students (H.A.R., IX: p. 242), was released 
through the intercession of President Rojas Pinilla in celebration of the 
third anniversary of his government. Enciso and the students had been 
accused of publishing and distributing a clandestine paper. Two more 

st. dents held under a similar charge were not released. 


Other happenings which did not augur well for the future of the 
Colombian press were the rejection by Rojas Pinilla of a proposed press 
statute (H.A.R., IX: p. 23) and the conviction of Alberto Galindo and 
Roberto Garcia Pena (H.A.R., VIII: p. 123), who were fined for calumy 
against the armed forces. Galindo wrote an article for El Tiempo, tien 
edited by Garcia Pena, in which le criticized military commissaries for 
supplying armed forces officers with imported articles duty-free. Garcia 
Pena was fined 26,600 pesos (approximately $5,800); Galindo was fined 13,300 
( approximately $2,900) . Another “tem which was disturbing to journalists was 
the government's projected :nauguration of an industry designed to supply 
national newsprint and paper needs (H.A.R., IX: p. 252). It was felt that 
such government control of the sources of supply of newsprint would be used 
to suppress "undesirable" newspapers. 
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In a dispatch which the New York Times’ Szulc "chose not to file until 
he left the country," evidence was presented which indicated that violence 
has greatly increased in Colombia. Szule told of the alleged reprisal killing, 
near the village of Chaparro, Tolima, of a number of peasants, variously 
estimated from "80 to more than 200," in the first week of May. Army troops, 
after being ambushed, retaliated by killing civilians in a reported ratio of 
20 for every non-commissioned officer killed and ten for every private. It 

was also reported that thousands of guerrillas armed with automatic weapons 
were roaming the jungles and mountains of Tolima. Szule added, however, that 
the guerrilla warfare is not entirely political, but that much of it is 

simply banditry. 


Violence was also on the upswing in other parts of the country. In 

Cauca department near the Magdalena river town of La Dorada, a group of 150 
guerrillas attacked and burned a railroad camp. They brutally beat and killed 
an engineer, Santiago Berrio Gonzalez, a member of an outstanding Conservative 
family. The official paper Diario de Colombia blamed the murder on "Liberal 
mobs," and hinted at a linkage between the rebels and the Liberal party 
directorate. 


Colombians, accustomed to the obsequious subservience of government 
officials under the Rojas Pinilla regime, were startled by some rather audible 
squeaks in the usually well-oiled government machine. This dissonance was 
occasioned by a letter in which Rojas Pinilla'’s daughter, Maria Eugenia Rojas 

de Moreno Diaz, director of the National Service for Social Assistance (SENDAS), 
dismissed the governor of Antioquia, Gen. Pioquinto Rengifo, as president of 
the departmental committee of SENDAS. In this letter, the President's daughter 
lamented the uncooperative attitude toward SENDAS in Antioquia. Gen. Rengifo 
immediately resigned the governorship. In like manner, the departmental 
secretaries, the mayor of Medellin, members of numerous official boards, and 
other municipal and departmental functionaries resigned en masse, voicing 
solidarity with Rengifo. 


Mrs. Rojas de Moreno Diaz' letter, which appeared on the front page of 
Diario de Colombia, which is edited by her husband, Samuel Moreno Diaz, also 
named a new SENDAS committee to be headed by Col. Quintero Santofimio. How- 
ever, Medellin's El Colombiano said that none of the new committee members, 

with the exception of Col. Quintero, accepted appointment. 


Like many sister nations in Latin America, Colombia is suffering from 
the effects of inept government handling of the foreign exchange situation. 
According to the New York Journal of Commerce, the nation has been living 
beyond its income since the fall of 1954. The resulting foreign trade 
disequilibrium led to an overdue trade debt of $240 million owed mostly to 
U.S. exporters. It also appeared that the mid-April restrictions put into 
effect by the government (H.A.R., IX: p. 184) were having little success in 
ameliorating this situation. The present goal of the Colombian Government is 
to limit imports to $350 million this year, but if the current rate continues 
the import total will reach $480 million. 


Late in June the Colombian Government made public a decree which was 
designed to reduce this debt sibstantially. The decree allowed Colombian 
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importers the opportunity of paying one-half of their foreign debts at the 
official rate of 2.50 pesos per dollar, provided that they would pay the 
other half at the free market rate of 4.65 pesos per dollar. In explaining 
this decree, the New York Journal of Commerce stated that, although techni- 
cally the lag in payment was the fault of Colombian importers, actually the 
government had failed to provide enough exchange for goods licensed to enter. 
The government was unable to provide sufficient exchange because spending for 
arms and economic development had used up 50% of Colombian foreign exchange 
this year as compared with 17% for last year. In conclusion, the Journal of 
Commerce indicated that this act might be a prelude to an "official or an 
indirect devaluation of the peso” and that the peso might be devaluated even 
further if many people avail themselves of free market dollars under this 
plan. 


The World Bank announced a loan of $16.5 million to Colombia to complete 
a@ program to rehabilitate principal highways. An unexpectedly high increase 
in highway traffic made this loan necessary. The Bank lent Colombia a total 
of $111.2 million, of which $47.4 million was allocated for the national 

highways. 


; A June 27 release explaining the World Bank report on Colombian agri- 
culture (H.A.R., IX: p. 185) reported that arable land in Colombia may not 

| exceed 10 million acres or only 2.84% of a total land area of 284 million 
acres. The paucity of arable land is evident when comparison is made between 
Colombian and U.S. land statistics. The U.S. has 477 million acres of arable 
land, or 25% of the national area. The Colombian Llanos, an area of 150 mil- 
lion acres, was not included in the study because of its isolation and sparse 
population. The report said that, unless pilot projects and surveys indicate 
other agricultural possibilities, the Llanos might continue to be utilized 
mainly for livestock raising. 


ECUADOR 


Conservative party candidate Camilo Ponce Enriquez, former Minister of 
the Interior (H.A.R., VIII: pp. 31,78), won the presidency over three other 
aspirants on the June 3 national elections. Running close behind was Rail 
Clemente Huerta, Guayaquil lawyer, who was the nominee of the Frente Demo- 
cratico Nacional (F.D.N.0.). Next in order of votes received was Carlos 

~ Guevara Moreno, running on the Concentracién de Fuerzas Populares (C.P.F.) 
ticket. Last was José Chiriboga Villagémez, previously mayor of Quito and 
Ambassador to the United States, candidate of the "Velasquista” party. 

Ponce Enriquez, speaking before the Conservative Assembly on June 6, rendered 
gratitude to his supporters and also commended the people for their part in 
bringing about well conducted elections. The President-elect emphasized 
particularly in his address that one of his main objectives would be the 
moral and economic recuperation of the country, and further indicated his 
intention of forming a multi-party cabinet. 


The Presidential Press Office released the following tally of votes: 
Camilo Ponce Enriquez, 183,765; Rail Clemente Huerta, 172,979; Carlos Guevara 
Moreno, 148,764; and José Chiriboga Villagémez, 114,334. The presidential 

race was essentially a continuation of Ecuador's historical “tug-of-war" 
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between Conservatives and Liberals, and marked the first time in 60 years 

that a Conservative candidate has come to power as head of state. Hispano, 

in commenting on the elections, reported that the Conservative party received 
27% of the total votes in the elections. About 73% voted for non-Conserva- 
tive candidates; however, due to a suicidal division of non-Conservative 
forces, Ecuador will have a government representative of opposition to the 
liberal institutions as well as to the social and political gains won during 
the half century of liberal governments. According to the democratic group, 
this may create a tense situation which may bring about the fall of the regime 
or may firmly establish it in power by means of force and terror. On the 
other hand, the New York Times commented that there have been three consecu- 
tive orderly and generally honest elections, and the constitutional principles 
have, in the main, operated for eight years. The newspaper suggested that the 
prospects for their continuance with the start of the new administration in 
September are good since Ecuador "is making steady progress toward a broader 
political democracy." 


Record-breaking crowds jammed the polis for the elections. More than 
600,000 persons voted at 1,400 electoral precincts throughout the 18 
provinces, the highest number ever recorded in Ecuador's history. An almost 
bloodless election resulted as a consequence of precautionary measures taken 
by army and police authorities who kept a strong vigilance at voting places, 
suspended ali vehicular activity, barred the sale of alcoholic beverages two 
days before the elections, and prohibited everyone from leaving his respec- 
tive city or town on election day. Only a brief altercation at El Quinche, 
resulting in the death of an 18-year-old youth, marred the day. The strict 


government supervision was the result of President Velasco Ibarra's guarantee 
of free and orderly elections. Highlight of the day was the appearance of 
large numbers of women, who, for the first time, came to the polis in groups 
unescorted. 


The splitting up of non-Conservative elements was widened considerably 
when José Chiriboga Villagémez decided to run as candidate of the 
"Velasquista” party, after having been promised the support of sizeable 
forces. Prior to the elections, however, President Velasco Ibarra withdrew 
his support of Chiriboga, and in his speeches throughout Ecuador clearly 
showed Conservative leanings, doing everything but proclaim Camilo Ponce 
Enriquez his candidate for the presidency. This unexpected action by the 
President considerably reduced Chiriboga Villagémez' support, and he was 
left with few foliowers, the nucieus of which was in the Quito area. 
Observers suspect that if Chiriboga Villagémez had withdrawn from the 
elections in time, he would have supported Huerta, producing a victory for 


the F.D.N. party. 


Velasco Ibarra, in a recent statement to the Bogota newspaper La 
Republica, expressed his satisfaction on how well the elections were 
conducted, and stated that he would hand the government over in September to 
the person designated by the Supreme Electoral Court. After this he plans to 
leave for Buenos Aires to see his family, and from there depart for Paris 
where he will accept the chair offered him by the Sorbonne. The outgoing 
president had failed twice previously to complete a fuli term, but this time 
he is expected to succeed. 
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Immediately following announcement of the results of the elections, the 
Supreme Electoral Court received a wave of complaints registered by the F.D.N. 
party, According to the F.D.N., there were irregularities in some electoral 
precincts of Tunguragua province. By a margin of four votes to one, the 
Court denied the petition to annul the voting in those precincts. It 
proclaimed Ponce Enriquez President-elect of Ecuador for a term of four years 
beginning September 1. 


Defeated F.D.N. candidate Huerta broadcast on June 15 that "the Demo- 
cratic forces won." He accused the President of having given the results of 
the election too hastily, thereby disorienting the people, and added “the 
people of Ecuador will not allow any one to deprive them of their liberties, 
which they gained only after many hardships." 


Velasco Ibarra answered this criticism, saying “Huerta is a specialist 
in issuing completely arbitrary reports." He denied charges that he was a 
Conservative, and insisted he was a Liberal. The President added, "I don't 
believe that the defeat of the F.D.N. party is synonymous with the defeat of 
democracy in Ecuador." 


; The aftermath of the elections saw several arrests being made. Galo 

, Almeida Urrutia, under-Secretary of Defense till a few days before the election, 
was placed under arrest after having been accused of preparing a subversive 
movement. Pedro Menéndez Gilbert and Otto Arosamena, both directors of the 
F.D.N. party in Guayaquil, as weli as some other persons, were also arrested 
according to an announcement made by the Secretary of the Government. 


The F.D.N. Central Committee office in Guayaquil was raided by govern- 
ment forces led by Adolfo Gémez Santisteban, governor of Guayas province. A 
great number of people waiting outside to find out about the election results 
witnessed the forcible evacuation of the occupants of the building by police 
authorities. Forty minutes earlier, mounted police had broken up a motor 
caravan made up of Huerta supporters. The secretary of the F.D.N. Central 
Committee, Agustin Freira, lodged a protest against the governor for this 
action. Later in the week Huerta commented that "the party's political 
bureau is having a difficult time remaining in operation, due to the illegal 
government closing of our offices, which violates the mandate of the Consti- 
tution that explicitly provides we can remain organized." 


The uncertainty of the political situation in June caused some pessimism 
and hoarding, thus depressing business. The desire for liquidity along with 
many investors’ overextended position kept money in tight supply. 


Concern was felt when the dollar gained two sucres in four days. However, 
the dollar soon returned to the normal exchange of 17.30 sucres. The Minister 
of Economy denied persistent rumors regarding devaluation which were disturb- 
ing financial circles. In order to encourage commercial activity, the 
director of the Central Bank declared that monetary reserves were rem Aa 
adding that the formula to attain this end had been found. 


Merchants complained of competition from contraband merchandise brought 
in principally from the neighboring countries, and from sales of merchandise 
imported duty-free by official agencies. Since March 24, however, the tariff 
has been increased on most items. 
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Ecuador’s record banana exports, which bring in approximately $20 mil- 
lion annually, were threatened by Sigatoka disease, which first struck 
Ecuadorean banana plantations seriously around five years ago. Action was 

: started last November by the government-sponsored National Association of 

q Banana Growers to halt Sigatoka. Ecuador's producers are in the main small 

: planters owning around 75 hectares (185 acres) of trees. As a result of their 

smali plantations, the majority cannot afford to install expensive pipe 

systems for spraying their plants. Thus a research program was called for to 

attempt a low-cost means of stamping out Sigatoka. Helicopter spraying for a 

year was scheduled to begin in July. A new U.S. mist-blowing technique will 

be used. 


PACIFIC COAST REPUBLICS 


PERU 


The long anticipated and once postponed national elections were held on 
June 17. Results proved surprising. Returns, although stili incomplete at 
the end of June, gave a strikingly small percentage of votes to the government- 
backed candidate, Hernando Lavalle, previously believed to have the greatest 
political strength, while former President Manuel Prado y Ugarteche and "dark 
horse" candidate Fernando Belainde Terry contended for first place in what 

was considered the closest presidential race in Peruvian history. June ended 
with Prado holding his lead over Belaunde, 465,739 to 424,653. However, 
Belaunde claimed that final results would give him victory and predicted a 
majority of 1% after slow returns from some of the sovthern provinces favorable 
to him were tallied. Prado declared that he would win an undisputed majority 
and announced that his first act as President would be to legalize the 

outlawed APRA party. Prado’s confidence was denounced as unjustified by 
Belaunde. Prado's advantage was considered the result of the support thrown 

to him on the eve of the elections by the influential APRA party. Its 

leaders in Chile had announced that although the APRA as a party could not 
claim a candidate, there existed among Apristas a strong preference for Prado. 
The "march" on San Martin Plaza, staged in Lima by the APRA on the night of 
June 14 for the purpose of introducing a list of independent congressional 
candidates headed by the poet José Galvez, resulted in the victory of those 
candidates in the capital,--an indication of APRA strength there. 


At the end of June, Prado’s list of congressional candidates was reported 
gaining throughout Peru, although returns were slower and not so clearly 
indicative as in the presidential race. The election of Luis Galio Porras and 
of Carlos Moreyra y Paz Soldan, Prado's candidates for First and Second Vice- 
President respectively, was considered certain. Final results of the election 
were not expected until after July 10, while results of the congressional 
election were not expected until even later. 


As returns came in, both Prado and Belainde remained on guard against 
fraud. Before the election, all opposition elements had expressed their dissat- 
isfaction with the elect’on law, which they believed afforded the government 
opportunity to exercise control over election returns. Most outspoken criti- 
cism came from La Prensa, which carried an editorial terming the law "not only 
imperfect, but deliberately bad." To reduce the opportunity for governmental 
tampering, Prado, before the elections, proposed that the actos de sufragio 


- 298 - 


(precinct records of the citizens registered and of those who had voted), as 
well as the actos de escrutinio (tabulations of returns), be made public. His 
petition, however, was denied by the Election Board, a response interpreted as 
an indication that the Board, headed by César Augusto Lengua, was preparing tc 
follow a predetermined course of action. Prado thereupon expressed his 
opinion that only through the close scrutiny of election proceedings by army 
officers could some insurance against fraud be had. 


Belaunde Terry, regarded as the most liberal of the three candidates and 
known not to be favored by President Odria, objected that returns from 

districts favorable to him were slow in being counted and threatened to take 
action if there were demonstrable fraud. 


At month's end no one of the three presidential candidates had obtained 
a majority. If continued this situation might work to Odria's advantage 
since the Odria-dominated Peruvian Congress would have to choose the new 
President. The incumbent may not succeed himself directly, according to 
Peruvian law. 


While election activities were in progress, strikes continued to disturb 

““ the nation. Negotiations proceeded for an agreement between workers and 

y operators of the textile industry, while the strike called for May 22 was 

' suspended for a 30-day period pending the industry's action regarding the 
governmental decree fixing the minimum wage for an eight-hour day at seven 
soles. Representatives of the industry, through the Textile Committee of the 
National Society of Industries, protested the decree, declaring that its terms 
could not be met by the industry, as the wage increase would require an 
adjustment of wages throughout the industry. 


While settlement of the textile strike was pending, the Frente Unido de 
Tranviarios (United Front of Tramway Workers) called a strike for midnight on 
May 31 to enforce a wage increase for bus and trolley employees, in ac- 
cordance with the governmental wage decree. On June 22, after the govern- 
ment's announcement that it would permit throughout Lima an increase of 15 
centavos in bus and trolley fares to correspond to the increase in wages, 
workers in Lima prepared to stage a general strike in protest. Students 
paraded through the streets, and construction workers’ unions in Lima and 
Callao called upon their 45,000 members to form a united front against the 
higher fares. Also joining the movement was the Central Sindical de 
Empleados Particulares del Pert (Peruvian Federation of Private Employees), 

a powerful organization with which many labor unions--among them the Bank 
Employees Union and the Railway Workers Union--are affiliated. This feder- 
ation along with other independent unions had earlier called a strike to 
force the International Petroleum Co., a subsidiary of the Standard Oil of 
New Jersey, to comply with the decreed wage increase. By June 26, nearly 

all activity in Lima and Callao was paralyzed by the general strike. Riot- 
ing, which had broken out on the 25th, continued throughout the following 
day. Even with police protection, trolley lines could not run, and most 
businesses closed. Private cars were mobbed, buildings stoned, and buses 

and street cars burned or damaged as strikers joined the rioters. Cavalry 
and anti-riot squads were called out, and with the use of tear gas late on 
the 26th, police had succeeded in thinning the crowds. On June 27, declaring 
the step necessary to protect citizens and to thwart subversive elements, the 
government made a sweeping arrest of APRA leaders, jailing the Secretary- 
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General, Ramon Prialé and 22 others. At the same time it suspended civil 
rights for 30 days, to expire on July 26--just two days before the new Presi- 
dent of Peru is to take office. Revoked were the rights of habeas corpus, 
of public meeting, and of unrestricted travel. 


Before violence in Lima and Callao was brought under control, 60 people 
were injured (14 from bullet wounds), 13 buses burned, and 30 streetcars 
wrecked, Over 100,000 union workers joined the strike. At the time of the 
disturbance, President Odria chanced to be undergoing an operation for a 
fractured left leg. His progress following the operation was regarded as 
satisfactory. 


The United States made good its offer of food for the drought-stricken 
departments of Cuzco and Puno. Early in June, the first shipment of U.S. 

3 foodstuffs arrived and was formally presented by American Chargé d'Affaires 

Clare H. Timberlake. 


Reports of mining output in the first three months of 1956 cheered 
Peruvians. In spite of the fact that mining operations had been slowed by 
power shortages caused by the drought, Peruvian mineral production 

increased early in 1956. Figures released for the first quarter of the year 
showed lead and zine exports of 73,000 tons, compared to 67,000 tons for the 
first quarter of 1955. Copper expofts increased from 10,900 tons to 11,500 
tons. Iron ore exports reached a record 664,000 tons in the first quarter of 
the current year, a fact which gave rise to the hope that total iron ore 
production in 1956 might be 2.5 million tons, a 50% rise over 1955. 


It was announced that the sheet mill of the Chimbote steel plant would 

: begin operation in July. The entire plant is expected to be finished before 

by the end of 1956. Until power is made available from a hydroelectric project 

‘ 54 miles inland from Chimbote, the plant will depend upon power from a thermal 
; station at the site. It is hoped that 60,000 tons a year of reinforcing bars, 
*) small merchant sections, wire and hot rolled sheets will be produced at 

; Chimbote. Near Chimbote, one of the fastest growing cities in Peru, an irri- 
3 gation project affecting some 30,000 hectares of land was begun in May. The 
cost of the project was estimated at $7 million. 


After considerable alarm over the prospect of surplus cotton "dumping" 
by the United States, the Peruvian Government appeared to be going ahead 
with its plans to improve the quality of Peruvian cotton, in the hope of 

: increasing the value of the product on the international market. Estimates 
é placed total production of Peruvian cotton during 1956 at 400,000 bales. 

Thus drought conditions and pest infestation combined to offset the 30% 

increase in cotton plantings during the present year. Plans proceeded for 
the large-scale cultivation in Piura of the recently developed Pima BB 
cotton, particularly suited to the climate of that region. 


One of the last acts of the Odria government is to be the inauguration 
before the end of July of 51 new public works, among which are 17 school 
buildings, two hospitals--the Employees’ Social Security Hospital and the 
Military Hospital in Lima--the Ministry of Education building, eight dwelling 
units in various cities, and improvements at nine airports. On May 24, the 


bs 
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Port of Callao’s new grain elevator, having a grain storage capacity of 
23,117 tons and erected at a cost of $1.4 million, was inaugurated by Presi- 
dent Odria. The ceremony celebrated the conclusion of the port renovation 
program which was begun four years ago and which made the port of Callao into 
one of the most modern in Latin America. However, that the port may keep 
abreast of progress, plans have already been drawn up for its expansion at an 
estimated cost of $7.5 million. 


Odria can leave office also pointing to the accomplishments of his 
government in facilitating transportation throughout Peru. In June, Lima and 
Arequipa became linked by an all-weather highway with the completion of the 
paving of a 635-mile section of the Pan-American Highway, while an important 
connection between the northern Amazonian region of Peru and the sea coast 
was established at the end of April with the completion of the 217-meter 
suspension bridge across the Maranén River at Corral Quemado on the Olmos- 
Maranon Highway. 


BOLIVIA 


7 The ruling Movimiento Nacional Revolucionario (M.N.R.) weathered an 

) abortive conspiracy and then won a resounding victory in the general 

ut elections. Despite predictions that the government would again postpone 
the balloting, it took place as scheduled on June 17 with all citizens over 
21 participating. The new President-elect is 42-year-old Hernan Siles 
Suazo, Vice President in the government of Victor Paz Estenssoro. Vice 
President-elect is Nuflo Chavez Ortiz, former Minister of Rural Affairs. The 
M.N.R. also won 60 out of 68 seats in the Chamber of Deputies, and all the 
Senate seats. 


Three days before the election the only significant opposition, the 
Falange Socialista Boliviana, withdrew all its candidates on the grounds 
that the M.N.R. had rigged voting lists, confiscated Falange ballots, and 
hindered the Falange campaign. M.N.R. spokesmen retorted that Falange 
presidential candidate Oscar Unzaga de la Vega gave up simply because he 
realized he could not win. Since the Falange did not officially notify the 
Electoral Court of its withdrawal, it was still legally considered in the 
race, as were the Trotskyite Partido Obrero Revolucionario and the Commu- 
nists. The last two parties lost their legal status as political organi- 
zations because they failed to obtain at least 4% of the total vote. 


A revolutionary plot to overthrow the government was revealed shortly 
before the election by Gen. Edmundo Nogales and Col. Cupertino Rios, who 
said that Eduardo Messuti as agent of the Unién Socialista Republicana, 
another opposition group, had proposed that they lead an uprising under the 
auspices of a revolutionary junta. Nogales declared that Messuti had 

offered him 30 million bolivianos and assured him that the rebel movement 
could rely on Argentina for arms and money. The junta was to include leaders 
of the Unién Socialista Republicana, Liberal, and Accion Democratica parties. 
Rios stated that originally the Falange also intended to participate in the 
revolution, but no accord was reached as Unzaga de la Vega did not attend any 
of the subversive meetings. With the onset of elections the government made 
no arrests immediately foliowing the revelations but moved a militia of 3,000 
peasants and miners into La Paz to put down any possible uprising. Meanwhile 
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leaders of the plot took refuge in the Guatemalan, Chilean and Argentine 
embassies in La Paz. At the end of June retired Col. Armando Monge, who 
unsuccessfully attempted suicide while being held at police headquarters, 
admitted he was the military leader of the conspiracy. 


On the economic scene, the International Cooperation Administration 
(I1.C.A.) authorized Bolivia to purchase U.S. vegetable fiber products (except 
cotton products, twine, and wearing apparel). Bolivia will be represented at 
a conference of the International Tin Confederation in London by a government- 
appointed delegation. Meanwhile the Bolivian Mining Corp. revealed that tin 
exports in the first quarter of 1956 were down 1.75% from comparative 1955 
figures. Negotiations were under way for renewal of the U.S. tin contract 
which expired April 30. Petroleum speculation was encouraged by favorable 
reports from two new oil fields where wildcat wells are being drilled. A 
large American company received a permit for a geological survey, and repre- 
sentatives of several other American petroleum companies have recently 
investigated the advisability of initiating operations in Bolivia. 


A two-nation bus service was officially opened by the Bolivian Public 
Works Minister. A new Bolivian bus company operating between Lima and La Paz 
completed its first round trip without incident in 564 hours. The company 
will offer scheduled service between the two capitals twice weekly. 


CHILE 


Rumors of Peronista infiltration plunged Chile into a mild state of 
hysteria this month. The government mouthpiece La Nacion accused the Radical 
party of having received money from Argentina to finance its propaganda and 
of attacking Peronismo to camouflage its activities. Many people took the 
charge seriously, maintaining that if it were true, it implied "dishonor," 
and if it were false, "disrepute." Radical leaders dismissed the editorial 
as “ridiculous” and promised to intensify their anti-Peronista campaign in 
the press and in Congress. The nation seethed with excitement when, after a 
radio declaration that a letter from Perén had disclosed a revolutionary 
plot, the entire armed forces were alerted. Leaves were cancelled, and 
soldiers and airmen confined to quarters because of an “unexplained threat 
to national security." 


Deputy Florencio Galleguilios seemed unconcerned over the "national 
emergency," but told reporters that "everything that has been said up to now 
will seem like child's play compared to the disclosures in the report to be 
presented by my /investigatory/committee." When this report was published 
on June 21, it consisted of five unsurprising conclusions: 1) The Committee 
was convinced that a permanent, organized Peronista movement existed in 
Chile; 2) Peronismo had penetrated the press and the radio and was beginning 
to infiltrate the military; 3) the infiltration was accomplished both by 
foreign agents and Chilean "turncoats"; 4) some effective legislation was 
needed to preserve national dignity; and 5) legislators with Peronista 
inclinations must be disciplined by Congress. 


The day after the committee made its conclusions public, the Perdén- 
Ibanez correspondence of 1953 was published. Early in 1953, Perén wrote 
President Ibanez his analysis of the Chilean situation, advising Ibanez to 
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favor labor. "All will try to scare you with the specter of economy. It is 
all a lie. There is nothing more elastic than that economy which so many 
fear... It is incredible how far that road can be traveled to the point 
where political gain can be made." He told Ibanez to increase wages and 
lower the cost of living immediately. "Your people are beginning to doubt 
you. Do not wait any longer to take some measures, as spectacular as 
possible, to benefit the people." 


Ibanez’ reply, dated March 25, 1953, pointed out that Perén's sug- 
gestions applied better to the circumstances of Ibanez' first term (1927- 
1931) than to the complexity of modern Chile. He reminded Perdén that Chile 
had not provided him with a homogeneous Congress, a powerful, disciplined 
official party, or a sound economy around which to rally workers. Further- 
more, he added, "rightist governments with leftist support, created, with 
untiring effort, a misled but powerful democratic conscience in the masses." 
Ibanez thanked Perén for speaking not as President of Argentina but simply as 
"my good friend General Perén." Several days after the publication of these 
letters, President Ibanez called a press conference to reiterate his 

' declarations that any official links between himself and Per6én were "false- 
hoods, inventions, and fairy tales." 


According to Newsweek, Communism remains a serious threat in Chile. 

"The Communists did not create the unrest in Chile, but the longer it lasts, 

the more opportunities they will have to stir it up.” The Communist- 

<a dominated nitrate workers union did their best to keep the country turbulent. 

| At Pedro de Valdivia and Maria Elena plants, they informed the Anglo-Lautaro 

| Nitrate Co. (U.S.-owned and operated) that some 3,000 workers would strike on 
June 24 to protest the policies of company-run stores. At the Santa Rosa 
plant at Iquique 500 nitrate miners walked out, complaining about “bad and 

insufficient food." 


During the first week in June the Communist daily El Siglo reappeared on 
the newsstands. Following in the wake of their favorite tabloid, several 
% Communist leaders reappeared on the streets. Elias Lafferte (ex-Senator and 
founder in 1921 of the Chilean Communist party), José Emilio Mora (ex-editor 
4 of El Siglo), and Alejandro Texier (present party chief) were released from 
im prison on bail ranging from 10 to 50 million pesos. After a week of govern- 
ment raids on the offices of “fellow traveler” organizations and the homes of 
Red leaders, ex-Senator and poet Pablo Neruda sternly warned Judge Barros de 
2 la Barra that the “persecution of Communism must stop.” Judge Barros, who is 
investigating leftist activities in Chile, thanked the comrade-poet for his 
advice and told him that his house had not been searched because no one was 
home at the time of the investigations. 


President Ibanez named industrialist Jorge Aravena as Minister of Agri- 
culture and Independent Alberto Araya Lampe as Minister of Health. Aravena 
apparently failed to secure Agrario-Laborista party permission to accept the 
portfolio, but since he had previously served as Minister of Health (in 
January, 1955), he was eventually approved by his party. Ibanez said that 
he wanted to maintain the "technical-administrative" organization of the 
cabinet to carry out the government's attack on inflation and Communism. 


On June 22, the Export-Import Bank granted $3.5 million to the Chilean 
Pacific Steel Co. (Compania de Acero del Pacifico) to expand facilities at 
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Huachipato. The loan, unlike the $58 million total previously granted by the 
pank to the steel mill, was not guaranteed by the Chilean Government. The 
money is to finance the import of equipment and materials from the U.S. 
(H.A.R., IX: p. 84). While Huachipato utilizes Chilean natural resources as 
much as possible--iron ore from El Tofo and El Romeral, limestone from 
Guarello Island, water from the Bio-Bio River, dolomite from El Maule, and 
coal from Lota and Arauco--some of the grant will be used to import approxi- 
mately 344,000 tons of U.S. coking coal. 


In spite of vigorous protest from the United States, Britain, Denmark, 
Norway, Sweden and West Germany, and weeks of congressional controversy, 
President Ibanez reluctantly signed the "Navigation Act." Half of Chile's 
international cargos and all of its maritime coastal shipping must be carried 
in Chilean ships. The U.S. labeled the law "flagrantly discriminatory," while 
several Ibanista leaders pointed out that Chile did not have enough ships to 
maintain effective service. 


RIVER PLATE REPUBLICS 


ARGENT INA 


Argentina was shaken by bloody revolt 359 days after the abortive anti- 
Perén attempt of June 16, 1955. During the evening of June 9 several army 
units aided by civilians seized strategic points and proclaimed themselves in 
rebellion. Radio stations were occupied in Santa Rosa, capital of La Pampa 
Province, and in Rosario, Santa Fe Province. In La Plata, Buenos Aires 
Province, the headquarters of the Seventh Regiment was taken, while in the 
Federal Capital armed civilians attempted to storm an arsenal, and rebels 
occupied several Army installations. 


President Aramburu was in Santa Fe when the revolt broke out, but Vice 
President Rojas took firm command of the situation. He immediately declared 
martial law in the entire country and issued orders to have all suspicious 
persons shot on sight. Loyal Armed Forces aided by the police quickly 
brought all points occupied by rebels under government control except the 
radio station in Santa Rosa and the Seventh Regiment headquarters in La 
Plata. These were ordered bombed. Rojas’ reaction to the uprising was 
swift, drastic and successful. Just 12 hours after it began, the rebellion 
was declared ended with the government in complete control. 


During those turbulent 12 hours more than 1,000 civilians and military 
personnel were arrested, and 38 were executed. By June 12, a widespread 
search for rebel plotters raised the total to over 2,500 arrests. Several 
more persons were executed by firing squad, including one of the three top 
leaders, Gen. Juan José Valie, a Perén favorite who had been forcibly retired 


after the September revolution. 


Millionaire hat-maker Raul Lagomarsino, Valle and another retired Perén 
general, Rail Tanco, were considered to be the guiding triumvirate of the 
uprising. Lagomarsino was arrested on June 11 and sentenced to death, but 
escaped this fate when Aramburu suspended martial law on June 13 and com- 
muted all pending death sentences to life imprisonment, Approximately 200 
were thus affected while a host of lesser prisoners were freed. Earlier 
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Aramburu had declared that as long as Tanco, who had evaded arrest, was still 
at large, martial law would continue. The President's change of heart, ac- 
cording to reputable observers, was due to persuasion by political leaders 
that harsh measures had caused widespread concern. To those who supported 
the traditional Latin American view that rebellion was a form of political 
expression, exacting the death penalty seemed brutal. Not even Perén had 
executed plotters--openly at least. The New York Times opined that a 
government compelled to kill its enemies is not relying on persuasion and 


education. 


Meanwhile the search for Tanco continued. On June 14, he and six other 
rebel leaders were captured in the Haitian Embassy by a group of 20 armed men 
thought to belong to the self-activiated, but government-approved, civilian 
revolutionary command formed during the September revolution. The seven 
rebels were turned over to the Army, but when Aramburu was informed he immedi- 
ately ordered them returned to the safety of asylum. Jean Briére, the 
Haitian Ambassador, protested the invasion as a violation of Latin American 
custom and was ascured that the 20 would be sought and punished. Informed 
sources doubted, however, that this would be done. In line with the tradition 
of asylum, Briere requested safe-conduct permits for the rebel leaders to 
leave the country. At month’s end the permits had not yet been granted. 


The queliing of the revolt furthered the impression that the real strong- 
man of Argentina was Vice President Rojas. In the absence of Aramburu he 
tock personal command of all government forces, he ordered the bombings of 
rebels in Santa Rosa and La Plata, and his was the responsibility for the 
executions. Aramburu, however, was given star billing when he returned to 
the capital three hours after the revolt had been declared ended. A crowd of 
70,000 who gathered tin the Plaza de Mayo heard him blame the bloodshed on an 
unscrupulous minority and vow that democracy would be achieved. Rojas spoke 
after him in more specific terms, attributing the uprising to a few military 
units influenced by those who had been removed from the Army and helped by 
civilian supporters of the Perén regime. 


The uprising was apparently well-planned but badly executed. Maps and 
instruction sheets were captured as wel! as rosters of persons involved. All- 
out revolution was reportedly set for June 16, the anniversary of the abortive 
anti-Perén revolt of 1955. Apparently government knowledge of the plot led to 
premature action which did not aliow time to organize an intended wave of 
strikes to hamper the government. It was thought that Gen. Valle was 
schedule to become President if the revolt succeeded. This suggested that the 
plotters did not contemplate the return of Perén, who in Colén, Panama, 
declined to comment beyond saying that he was following the news carefully. 


Whether or not he was to return, Peron was given full credit by numerous 
sources for “master-minding” the plot. Photos of Perén's signature on a 
letter purported to have called Peronistas to battle were published by 
several afternoon papers. Persistent rumors contended that a retired 
Paraguayan major had acted as Perén's messenger to the rebel chiefs (see 
PARAGUAY). Perén'’s old friend, Maria de la Cruz, one-time Chilean Senator, 
denied any knowledge of the revolt. She said that she continued to receive 
letters from Perén, but that none had mentioned the plot. She also denied 
knowing Osvaldo Morales, said to have been a courier between Lagomarsino and 


Peron. 
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The Communists were accused of compiicity two days after the revolt, 
when Aramburu described it as having had a "Communist head with a Peronista 
and nationalist body.” This was the basis for the report in La Nacion that 
the government contemplated a crack-down on Communists because of strong 
suspicion of their participation. Cipriano Reyes’ Ei Laborista reiterated 
this theme. Aramburu, however, admitted that there was no concrete proof of 
Communist action, but he said he was convinced that the party had played a 
prominent part in order to harass the government. He made no mention of 


impending action to declare the party illegal. 


By contrast Vision reported that some diplomatic sources thought the 
revolt was intended to depose Aramburu's government and replace it with a 
regime similar to Franco's in Spain. The London Times impassively commented 
that the revolt illustrated the difficulty of maintaining a government when 
aifferences of opinion are great. It was suggested that differences about 
policy toward unions, liberal and clerical disputes, and Peronistas had 
seriously weakened Aramburu's government. 


According to Highlights in Latin America (published by Vision), 
government's position did not deteriorate greatly. Aithough the rift between 
the government and the working class left by the dissolution of the Peronista 
party had not been resolved, there was no widespread discontent. The publi- 
cation held that the chief problems facing the government are: 1) Winning the 
support of the workers; 2) controlling inflation; and 3) keeping the govern- 
ment coalition together. In regard to the latter, it was suggested that a 
change at the top was possible at any time. 


While the consensus seemed to be that the forthright handling of the 
revolt precluded further serious Peronista threats, tension continued. The 
a government placed armed guards about the residences of high government and 
: Armed Forces officials because of threats of assassinaticn. In spite of the 
precautions, attempts were made to attack the homes of two high-ranking naval 
officers and an air commodore. Military units were sent to several tuwns in 
Buenos Aires Province to restore order after Peronista partisans had terror- 
ized police as well as civilians. In La Plata, Peronista labor agitators 
prevented workers from entering packing houses, but police drove them off in 
a fight that left four persons kilied and 20 injured. 


Just prior to the revolt an Army shake-up and a cabinet reorganization 
were the center of attention. It appeared that steps taken in May to 
chastise the group of younger officers known as the guerrillas (H.A.R., 

IX: p. 256) boomeranged to the disadvantage of the high command. Apparently 
the guerrillas still commanded considerable influence, for Aramburu approved 
several changes in the high command after the guerrilias had reportedly 
convinced him that some generals should be retired for the good of the revo- 
lution. Army Commander-in-Chief Gen. Julio Alberto Lagos, described by the 
guerrilias as the holder of the first Peronista party card in Comodoro 
Rivadavia when he commanded that area under Peron, was retired. He was 
replaced by Gen. Francisco José Zerda, one of the planners of the September 
revolution. Zerda was described as a compromise selection to appeal to both 
old-time officers and the younger group. Another guerrilla target was Chief 
of Staff Gen. Roberto Tomas Dalton, the man who had cracked the disciplinary 
whip in May. The speculation of May (H.A.R., IX: p. 257) became reality in 
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June when Dalton was named Ambassador to Peru. He was replaced as Chief of 
Staff by Gen. Guillermo Alonso. 


The guerrillas were not entirely pleased by changes of general officers 
in some branches of the Army. Since some of those retired were favored by 
the younger officers, the suggestion arose that all generals except the 
President and the Army Minister be retired. In any case generals were being 
eliminated. The Army table of organization calls for 84 generals, but hardly 
a quarter of that number remained on the active list. 


Talk of cabinet changes in May (H.A.R., IX: p. 256) became fact during 
the first week of June. The cabinet was reduced from 17 ministries to 13. 
Actually none of the functions was eliminated, since Finance was fused with 
‘Treasury, Commerce with Industry, Education with Justice, and Communications 
with Transport. Dropped from the cabinet were: Juan Llamazares, ex-Commerce 
Minister, Luis M. Ygartua, ex-Communications Minister, Alvaro Carlos 
Alzogaray, ex-Industry Minister and Julio Alizon Garcia, ex-Finance Minister. 


Spokesmen said that the move was purely administrative with no change in 
policy contemplated, but many observers saw significance in the elimination 

of Alzogaray and Garcia. They had been the foremost exponents of a quick 

“ return to a free economy. Eugenio A. Blanco, who took over the combined 

a Ministry of Treasury and Finance, was known to favor a slower transition to a 

free economy. It was not known what point of view former bank president 

ash Rodolfo Martinez would take as the new Minister of Industry and Commerce. In 

wi" the past he had favored more autonomy for the Central Bank which implied that 

he might not agree with Blanco about relinquishing government controls slowly. 

Many businessmen, however, felt that the reorganization would mark an end to 

" the inner cabinet disagreements over economic policies. Blanco declared that 

his ministry would work to implement the January recommendation of Ratl 

Prebisch (H.A.R., IX: pp. 34-35), which embodied a program of austerity imple- 

mented by severe government monetary and fiscal policies. 


Eduardo Busso, ex-Interior Minister, whose alleged unethical conduct had 
been investigated by a court of honor (H.A.R., IX: p. 194), was cleared just 
ine before the cabinet changes were made. He declined Aramburu's offer to resume 
a the Interior post in the new cabinet, but no reasons were given. Laureano 
Landaéburu, Minister of Justice in the old cabinet and who had also been 
acting-Minister of Interior after Busso’s resignation in April, was given the 
Interior post in the reorganized cabinet. 


Maintaining that the nation could not advance toward real democracy 
until the people were sure what kind of government would result from the 
overthrow of Perdén, Arturo Frondizi, Radical party national committee chair- 
man, demanded that a date for elections be set. Apparently sensitive to the 
importance of the election question, Aramburu granted interviews to leaders 
of the five major parties on June 20 to discuss election possibilities. His 
oft-repeated phrase that elections would be held “not one minute before nor 
one minute after" the provisional government considered the country ready for 
elections was somewhat amplified by the statement that the elections would be 
announced "earlier than the people think.” Frondizi and others who favor 
early elections were not satisfied with Aramburu’s vagueness. Other political 
elements, notably the conservative Partido Demécrata, were in no hurry for 
elections. The difference in opinion was thought to be connected with the 
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relative mass appeal of the various parties. The Radicals would benefit most 
from early elections since they are more numerous and Frondizi's nationalism 
would probably appeal to many who formerly voted for Perén. The Partido 
Demécrata, hampered by pre-Perdén association with the ideals of the big land- 
owners, would attract few votes. The Christian Democratic, the Socialist and 
the Demécrata Progresista parties would fall somewhere between. The reluc- 
tance of the military leaders to relinquish their power to an elected govern- 
ment stemmed from fear that no party could command a sufficient majority to 
govern effectively. As a consequence of the interview, rumors suggested 

that on or before July 9, Argentina's independence day, Aramburu would 
announce that elections would be held in the last quarter of 1957, probably 


in October. 


Adm. Leonardo McLean, who headed the National Commission of Investi- 
gation, said its efforts to document the corruption of the Perén regime 
completely were frustrated in part by bribery. No specific accusations 
were made, but McLean claimed that the government was prevailed upon to 
terminate the Commission prematurely in April by persons who had accepted 
bribes. He elaborated that in the period before October 9, 1955, when the 
Commission began its work, Perén money helped countless documents to 
disappear. The ex-dictator possibly served as a focal point for the finger 
of blame in still another area. Aramburu accepted "in principle" the invi- 
tation to attend the American Presidents meeting in Panama, now postponed to 
July 21. Spokesmen intimated, however, that as long as Peron was in Panama, 
Aramburu would not go. 


Argentina's successful negotiation of multilateral trade agreements with 
nine European countries in May (H.A.R., IX: p. 258) was well received both 
at home and abroad. In England trade circles were jubilant with the prospect 
that Argentina would be a better market for British exports in addition to 
petroleum and industrial materials. The agreement made it possible to pay 
for British imports with earnings from other areas. This factor would apply 
to the other countries, too, and hopes were high that Argentina's European 
trade would expand significantly. This would depend, of course, on 
Argentina's ability to increase production of exchange earning items. 


West Germany, not a party to the agreement, continued to press for the 
return of the 41 German firms confiscated during the war as well as for the 
removal from the blacklist of German firms suspected of profiting illegally 
under Perén. Official Argentine attitudes toward the release of the firms 
appeared contradictory. Control was tightened on the government combine 
operating the 41 confiscated firms by an order which prohibited importing 
activities and directed the sale of all properties not needed to carry on 
their legitimate manufacturing activities in the fields of electrical equip- 
ment, drugs, chemicals and machinery. On the other hand, reports indicated 
that the German mission in Argentina was confident that several German firms 
would be removed from the blacklist shortly. 


An Argentine financial mission arrived in the United States on June 24. 
It had been expected much earlier, but the cabinet reorganization caused 
delay. The mission, headed by Banco de la Nacidén President Carlos Coll 
Benegas, was to deal with U.S. government and banking officials concerning 
Argentina's debts, possibilities of developmental loans, and ways of 
encouraging private U.S. investments in Argentina. 


- 308 - 


There were indications in June that the Catholic Church would keep 
careful watch over pronouncements by its priests. Apostolic Administrator 
Msgr. Fermin Lafitte instructed all priests to stay out of political affairs. 
Referring to papal admonitions not to participate in politics, Lafitte said 
priests were forbidden to make political speeches in church or out. Another 
Church decision, however, had political overtones. The Permanent Episcopacy 
Commission, to which all Argentine bishops belong, decided to create the 
Argentine Catholic University. The action took advantage of the March 
authorization by the then Minister of Education Atilio dell'Oro Maini that 
universities not connected with the State could be established. That issue 
was a factor in the resignation of dell'Oro Maini in May (H.A.R., IX: p. 256) 
following the student demonstrations against him. 


URUGUAY 


Early in June members of the Senate again demanded an investigation of 
the National Auditor's Office headed by Raul A. Previtali. Colorado forces 
objected, but after a "pre-investigative" committee report, initiated in 
November 1955, the Senate voted to proceed. Its decision was backed by the 
newspapers and public sentiment. 


Batllista Finance Minister Armando R. Malet resigned early in June 
declaring that pressures of party politics made it impossible for him to 

| perform his duties successfully. On June 7, Ledo Arroyo Torres, who had 

oid | served as Finance Minister under Luis Batlle Berres, reluctantly accepted the 
" post again. Arroyo Torres said he hoped to assure a reasonable profit for 

es 4 agricultural producers; he declared that the present rigid regulation of 

i foreign trade was not only unnecessary, but economically harmful. He also 


. stated that a satisfactory economic situation could not be hoped for before 
é 1958, and that those who were speculating on peso fluctuation were due for a 
we sad surprise. 


Héctor A. Grauert was appointed Public Works Minister to replace 
Washington Fernandez, who resigned under criticism for unspecified financial 
deals with the manager of the National’ Railways Administration, Victor de 
Angelis. Fernandez then became a Senator. 


The meat packers’ strike continued, and to give it strength a 24-hour 
~ general sympathy strike was called in Montevideo on June 2 by most other 
unions. There followed outbreaks of violence in the Cerro suburb. The 
deadlock continued until June 21, when management signed the modified 
proposal of the workers, granting substantially the original demands of 
higher wages and better working conditions. Also on June 2l, the railway 
workers struck for increased wages and other benefits. 


On June 16, a 24-hour student strike was staged throughout Uruguay as a 
gesture of solidarity with the students of Paraguay, victims of violence in 
April (H.A.R., IX: p. 198). 


On June 17, Diego Burgos Vera, editor of El Debate of Montevideo, was 
wounded while covering the Bolivian election in La Paz by invitation of that 
government. An unidentified aggressor fired to stop a diplomatic car carry- 
ing Burgos Vera and other newspapermen, allegedly not understanding their 
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diplomatic and press immunity. The Uruguayan was said to be recovering satis- 
factorily. 


The Uruguayan Ambassador to Paraguay granted political asylum on June 25 
to Anibal Argtiello, former Associated Press correspondent. Paraguayan 
Minister of Interior Edgar Ynsfran reported that Argiiello had been trying to 
stir up disagreement between Paraguay and Argentina. 


PARAGUAY 


The emigration company which in 1955 purchase 13,800 hectares of arable 
farm land 37 kilometers northeast of Encarnacién from a Paraguayan company 
will start bringing Japanese colonists soon. The purchase, made in Buenos 
Aires, was effected with $125,000 of $1.5 million loan obtained from three 
U.S. Banks. The first four families left Kyushu late in June for Paraguay. 


Paraguayan police believed that two Paraguayan army officers acted as 
couriers between Juan Perén in Panama and the leader of the abortive June 
rebellion in Paraguay. One, a retired major, César Bueno de los Rios, 
arrived in Asuncién June 26 aboard a plane from Lima. Learning that local 
police were looking for him, he took refuge in an unnamed embassy. The other 
officer's name was not revealed. : 


A group of Paraguayan stvdents arrived in Argentina in early June 
stating that they had been deported by Paraguay for excessive political 


activity. 


President Alfredo Stroessner was rumored to be planning to attend the 
conference of American republic presidents in Panama postponed from June. 


BRAZIL 


The attention of President Juscelino Kubitschek and his cabinet focused 
on the strike which Rio's secondary and university students launched late in 
May to protest the doubling of tramway fares. For two weeks all police and 
Armed Forces in Rio were kept on the alert, as Kubitschek assured the nation 
that he would not permit Rio to be wrecked by Red-led mobs in the manner of 
Bogota. Nevertheless, both houses of Congress decried violence against 
demonstrating students, press photographers and several opposition members of 
Cohgress by the military police. Congress and the press denounced brief 
censorship of Rio radio newscasts of student assaults on trams. 


The Rio student associations sent out a call for a three-day nationwide 
sympathy strike by Brazil’s 990,000 secondary and university students to 
protest police brutality. In every sizable Brazilian city thousands of 
students happily responded. Even after the President and Mayor Negrao de 
Lima of Rio yielded, reducing the newly-raised tram fare to 1.5 cruzeiros, 
students everywhere cut classes for an extra week. The press hailed the 
students’ victory as the first popular gain against inflation. The mayor 
announced that 1,400 tram cars had been damaged, that 120 students and 30 
Communists and labor agitators had been arrested. The Rio students threatened 
to strike again unless the President and Gen. Odilio Denys punished the 
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military police who beat up students. Some 23 police were put on trial, and 
Congress voted to oblige Justice Minister Nereu Ramos to appear and explain 
the police brutality. The two Communist student agitators from Prague who 
had helped Brazilian Communists incite Rio students to violence and 


destruction apparently escaped to Uruguay. 


Mayor Vladimir de Toledo Piza of Sao Paulo broke with Acting Governor 
Porfirio da Paz following student demonstrations against municipal transit 
fare raises granted by Piza and opposed by Paz. Piza requested that Justice 
Minister Ramos order federal intervention with troops to prevent disorders 
which he accused Paz of fomenting. Foes of Piza predicted that wily 
Governor Janio Quadros, on returning from abroad, would destroy Piza politi- 
cally. Late June saw renewed student agitation against Mayor Piza for 
refusing to reduce fares on the city’s transit system. 


E> 


The month saw a renewal of damage to trains and stations of Rio's 
northern industrial suburbs by commuters furious at inefficiency and delays. 
This was the third such outbreak in two months. Many were injured when a 
suburban train of the Leopoldina was derailed. Communists were accused of 


guiding the destruction. 


The long-expected break between Kubitschek and the Communists came early 
in June after he suppressed the League of National Emancipation, founded by 
Communists and ultra-nationalists early in 1954, and the pro-Communist Union 
of Port Workers in Rio. The Communists accused Kubitschek of "yielding to 
Yankee imperialistic pressure in closing a united front body dedicated to 
defending Brazil against the assaults of American trusts on our oil.” 
Imprensa Popular said that Kubitschek yielded to the pressure of Adm. Carlos 
Penna Botto's typically fascist anti-Communist crusade, financed by U.S. 
trusts." Even pro-government Ultima Hora criticized the closing of the 
League, whose secretary general was fellow-traveling majority leader Deputy 


Vieira de Mello. 


"The League of National Emancipation was the legal front of the Commu- 
nist party," Penna Botto told Justice Minister Ramos. Moreover Penna Botto 
claimed to have a list of 100 Communists in the military service. Federal 
security and political police stated that League activities, as admitted by 
Luis Carlos Prestes in Imprensa Popular, were completely parallel to Comm - 

- nist "patriotic and nationalistic campaigns.” At month's end the Chamber of 
Deputies debated calling a special session to discuss Communist influence in 
the student movement and in the Armed Forces. The security police grilled 
Pedro Mota Lima, veteran editor of Imprensa Popular, about bales of sub- 
versive propaganda found in a Rio warehouse. The police denied planning to 
close Imprensa Popular, but rumors had Kubitschek considering this move to 


please Washington. 


Brazil's foreign policy was assailed as subservient to Washington by 
laborite Senator Lourival Fontes, who urged a renewal of diplomatic and trade 
ties with the Soviet bloc. This, in his view, would benefit Brazil and 
Spanish America, counterbalancing U.S. exploitation and support to dictators. 
Voicing views similar to those of his mentor, Vargas, the Nordeste senator 
charged the U.S. with keeping Latin America "colonized" economically and 
politically. Noting that Soviet postwar industrial expansion was three times 
faster than that of the U.S., Fontes warned Washington to adopt "positive 
political attitudes and actions or lose trade and allies.” 


| 
| 
| 
| 
| 
| 
| 
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Lack of statesmanship in the Brazilian Congress regarding U.S.-Brazilian 
atomic ties was lamented by columnist Augusto Frederico Schmidt in Correio da 
Manha. He asked if congressmen really prefer Soviet ties and wish to se 
sabotage U.S.-Brazilian relations. The noted writer was even more distressed 
py the anti-American "ravings" of Deputy Seixas Doria of Sergipe, leader of 
the new wave of Yankee-baiting, who railed against the foreign "scientific 
caravan seeking to exert political and propaganda pressure against Brazil's 
sacred interests." Schmidt asked if certain congressmen were ignorant of 
Brazil's utter dependence on U.S. coffee imports, which if cut off would 
quickly cause Brazil's collapse or a violent revolution. Schmidt urged the 
deputies to stop calling Atomic Energy Commission visitors "spies" and to 
"return to sanity." The A.E.C. mission visited Rio and Sao Paulo in June at 
the invitation of Professor Joaquim da Costa Ribeiro and the new president 
of the National Research Council. He is Air Force Col. Aldo Weber Vieira da 
Rosa, 38, trained at Harvard and Stanford Universities in electronics. 


Leading leftist and nationalist personalities high in the executive and 
legislative branches sponsored a three-day National Congress to Defend 
Minerals in Rio. It was apparently organized partly oy Communists, who gave 
it wide publicity. The congress stressed the Red-tinged theme of defending 
Brazil's resources against Yankee trusts. Later Orthos Henry Leonardos, 57, 
noted Brazilian geologist and veteran government mining official, said a 
Communist cell has long existed in the National Department of Mineral Pro- 
duction, where it distorts the truth about Brazil's virtually inexhaustible 
thorium reserves. Among those lending their names to the new organization 
were Adm. Alvaro Alberto, long head of the National Research Council, 

Gen. Raimundo Sampaio, Gen. Anapio Gomes, Gen. Edgard Buxbaum and Gen. 
Felicissimo Cardoso. Gen. Ana&pio Gomes read an important adopted resolution 
calling on the government to be more nationalistic in defending and more 
energetic in developing minerals. Also present at the meetings were Senator 
Guilherme Malaquias and normally pro-U.S. Senator Atilio Vivacqua, plus 
leftist deputies Frota Moreira and Dagoberto Salles. War Minister Henrique 
Teixeira Lott sent an observer. No surprise was the presence of the 
presidents of the National Union of Students and of the Metropolitan Union 
of Students, flushed with their victory over the biggest and most unpopular 
foreign company in Brazil, the Rio de Janeiro Tramway, Light & Power Co. of 


Toronto. 


The Communist press publicized the anniversary of the late Marshal 
Floriano Peixoto, reminding readers how the controversial provisional presi- 
dent during the Army-Navy civil war of 1894, “defended Brazil against foreign 
imperialism like today's defenders of our resources." Communistic publi- 
cations quoted radical Rio university students as rejecting the President's 
speech at Ribeirao Preto, Sao Paulo, "as against nationalism, the basis of 
our economic development, and for surrender to foreign trusts.” 


In contrast to the above sniping, Kubitschek'’s speech favoring foreign 
Capital and cooperation in developing resources as mutually beneficial drew 
editorial support in internationalist Senator Assis. Chateaubriand's press 
chain at month's end. His Diarios Associados imputed anti-Brazilian aims to 
Communists and nationalists who attacked the President. So did Correio da 
Manha, which urged Kubitschek to follow up his speech by curbing saboteurs of 
U.S.-Brazilian atomic ties. The Communists countered by having Brazilian 
commentators on Radio Moscow praise Senator Fontes' speech urging Soviet 


] 


ties. Communist papers charged that Kubitschek spoke "at the instigation of 
Wall Street, where he and Col. Janari Nunes are negotiating with U.S. oil 
companies and planning to betray Petrobras." 


Oppositionist Deputy Rafael Corréa de Oliveira denounced Gen. Lott as a 
"dangerously ambitious plotter" who has been betraying Army and adminis- 
tration colleagues and alarming Kubitschek. The politician-columnist 
attacked Correio da Manha for continuing to favor retention of Lott while 
asking the President to replace the rest of his cabinet. Gen. Ol{mpio 
Falconiére da Cunha, 65, commander of the vital Sao Paulo military district, 
attributed a secret military manifesto favoring a dictatorship under the 
Minister of War to intriguers anxious to foment Navy-Air Force resentment of 
Lott and the Army in the manner of the civil war of 1895. 


Finance Minister José M. Alkmin appeared voluntarily in the Chamber of 
Deputies from which he is on leave as a member from Minas Gerais, to deny 
grave accusations of customshouse frauds. Alkmin dendunced "the venal press 
campaign of rascals with shady import deals at stake, especially in the 
Santos customshouse, and of oppositionists who have come out against every 
recent Minister of Finance." He defended administration policies designed to 
curb inflation and raise more revenue. 


The results, "if any," of the special committee of the Ministry of 
Finance to study tax-dodging and higher taxes should be divulged, asserted 
Correio da Manha. It noted that the "antiquated, rusting bureaucracy of tax 
collection is ea easily evaded with impunity." The problem is "a moral one 
requiring new and honest personnel--insoluble like most of Brazil's major 
problems," the influential newspaper declared. Finance Ministry files are 
"full of forgotten tax evasion cases." 


The President must courageously combat inflation or be blamed for keep- 
ing Brazil in its unprecedented crisis, asserted Visao in a cover story on 
June 8. Political agitation and military and social unrest are merely facets 
of inflation, which is causing an ever-accelerating drift into economic 
difficulties. Visao blamed feverish currency and credit expansion by govern- 
ment and private banks for stimulating speculative investments and the 
continuing unsound building boom. The value of production since 1952 has 
fallen increasingly behind currency emissions. Some 2,000 million cruzeiros 
were printed in May, bringing the total in circulation to 71,000 million. 
None of Brazil's four presidents in the past four years has had sufficient 
public and congressional support to halt inflation. State and municipal 
governments have emulated federal deficits. In 1948-55 credit soared 200%, 
while industrial production rose 74% and agricultural output increased only 
39%. A confidential report of the National Confederation of Industry 
predicted that the output of industrial machines would fall even further 
behind in the race with the Treasury's printing presses. Visao feared that 
the government, unable to secure enough loans and revenues, would have to 
issue unprecedented amounts of paper money to meet civil and military pay 
raises totaling 30,000 million cruzeiros and the enormous pay raises for 
industrial and commercial workers being negotiated by unions and management 
all over Brazil in June. Public utilities, retailers and wholesalers began 
to increase prices. The government had to halt most public works. 
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Vice President Goulart, as head of the Brazilian Labor party, told the 
International Labor Conference in Geneva that Brazil's sweeping pay raises 
should broaden the market for the nation's growing industries. Goulart 
admitted that Brazil's bulky Labor Code, created by Vargas, needs amplifi- 
cation to benefit urban labor and embrace rural workers. Laborite Deputy 
Nelson Omegna of Sao Paulo backed Goulart on rural reforms, noting the need 
to balance Brazil's soaring population and lagging agriculture. Rural 
poverty must end if the heavy exodus to cities is to slacken, he observed. 
Socialist and majority congressmen agreed. Kubitschek was urged by Visao to 
adopt the unpopular, politically hazardous remedies prescribed by his U.S.- 
trained economic advisors. 


The superintendent of the National Economic Development Bank, Roberto 
de Oliveira Campos, in an interview in Visao urged budget-balancing rates for 
government railroads and shipping lines. The latter just spent $4.5 million 
for a dozen smallish U.S. war surplus coastwise freighters. Economist Campos 
‘i denounced government transportation deficits as encouraging laxness, waste 

and inflation. Newly augmented government salaries caused bad morale in the 
20 state capitals as lower echelon federal employees began to get higher pay 

3 than top state and municipal officials. Business warned of grave consequences 
: if salaries and utility rates were set too high for the economy to support, 

since national per capita output fell 1.2% last year. 


. Jornal do Commércio of Rio lamented the lack of funds remaining for 

3 health, housing, education and public works in the nation. Rio even lacks 
funds for street maintenance and cleaning, water supply and garbage col- 

5 lection, as well as for desperately needed schools and slum clearance projects. 
Leftists in Rio rejoiced at approval of the long-demanded constitutional 
amendment allowing Rio to elect its mayor instead of suffering a succession of 
often unpopular presidential appointees. 


Adolf A. Berle, Jr., Ambassador to Brazil in 1945, revisited Brazil on 
business as a liberal Wall Street lawyer. The Communists and Carlos Lacerda 
of Tribuna da Imprensa attacked him as an associate of the Rockefeller 
brothers in promoting Washington loans to permit Kubitschek to liquidate 
Petrobrés. Lacerda accused former Assistant Secretary of State for Latin 
America Edward G. Miller, Jr., of coffee speculation and said Wall Street was 
working on Kubitschek to discourage Krupp from building factories in Brazil. 
As Ambassador James C. Dunn and Mrs. Dunn were féted on the eve of their 
retirement, Ambassador-designate to Washington, Ernani de Amaral Peixoto 
broadcast to Brazil an appeal for increased U.S.-Brazilian ties and trade, 
including the sale of minerals for badly-needed dollars. Multi-millionaire 
James Scott Kemper, Ambassador to Brazil in 1953-54, pointed to opportunities 
in "friendly" Brazil. Florida's Senator George Smathers, seconded by Senator 
John F. Kennedy, urged the “apathetic” State Department to help Latin America. 


Point Four technicians gave seven lectures in the American Embassy 
auditorium on how Brazil as an underdeveloped country might speed use of its 
resources. Analyzing Nordeste problems, J. S. Hillman quoted Syracuse Uni- 
versity geographer Preston E. James' advice on conserving resources and curb- 
ing customary thirst for quick profit. Soil is largely worn out in the 
populous drought-stricken Nordeste. Unsound practices of the colonial era 
should be replaced by modern agriculture with reasonable profits, stated 
Hillman. He urged a detailed survey of potentialities, a process begun by 
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James in 1950 at the invitation of the National Council of Geography. A basic 
regional map, the essential first step is still lacking, along with systematic 
statistics and plans for unifying overlapping activities. Point Four aid is 

available, Hillman concluded. 


Thanks to good coffee prices and exports, Brazil's trade balance and the 
cruzeiro began to strengthen. However, U.S. coffee experts feared another 
housewives' boycott as in 1954, as retail prices rose 10¢ in 1956 to $1.10 a 
pound. Some U.S. coffee roasters believe every ig rise causes consumption to 
drop 0.5%. However, concerted consumer resistance was not expected to match 
that of 1954, when coffee hit a peak of $1.40 a pound, since world coffee 
supply and demand apparently balance in 1956. 


Petrobras pressed exploration and drilling in the Amazonian sedimentary 
basin, about which veteran U.S. oil geologist Walter Link is optimistic. 

American oil field equipment began reaching Belém along with new technicians. 
More Brazilians were receiving American training. 


Gen. Edmundo Macedo-Soares, after signing a $35 million equipment loan at 
the Export-Import Bank, told a Harvard audience that Latin Americans should not 
cut vital capital goods in reducing general imports. "It is not easy to 
explain to our people that steel expansion is more important than television 
sets," he remarked. Macedo-Soares later visited European industrial centers. 


Business and banking were normal in June by 1956 standards, despite 
continued decline in construction and related industries. Heavy rains in May 
and June hurt coffee and cotton in Sao Paulo and South Brazil but filled power 
reservoirs there to record highs. 


CONGRESS INVESTIGATES LATIN AMERICAN 
TECHNICAL ASSISTANCE 


The Hispanic American Studies program at Stanford has long been inter- 
ested in technical cooperation with Latin America. The Third Stanford 
Conference on Latin America in June 1951 was devoted exclusively to that 
theme, the results being published in a special number of the Hispanic Ameri- 
can Report issued at that time. Continuing interest in U.S. technical 

" assistance in Latin America, which became the model for such work throughout 
the world, prompted this study of the report of the recent investigations 
made by Congress concerning U.S. technical assistance operations in Latin 
America. The report was submitted on March 29, 1956 by a subcommittee of 
four, headed by Congressman Porter Hardy, Jr., to the House Committee on 
Government operations. The record of the subcommittee's somewhat unfriendly 
hearings during its field trip, which visited eight of the 19 Latin American 
countries receiving Point-Four aid, occupied 685 pages. The 36-page report 
based on the hearings scored many aspects of the program. The purpose of 
this case study of technical assistance was to provide a basis for reexam- 
ining the merits of this phase of the U.S. mutual security program and for 
determining how far into the future foreign aid measures should be 
projected. The report was no doubt instrumental in persuading Congress not 
to grant foreign aid appropriations for the coming fiscal year to the extent 
requested by President Eisenhower, although the total finally approved was 

substantially in excess of that allotted for 1955. Im the case of U.S. 
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technical aid for Latin America, the sum was increased from about $27.1 mil- 
lion in 1955 to $30 million for 1956. 


In Mexico, as elsewhere, the subcommittee examined technical assistance 
projects with special regard to "seliing,” "phasing out,” and the extent to 
which the cooperating country shared in costs. By "selling" is meant initi- 
ation of a project by the overzealous promotion of special interests by U.S. 
officials instead of meeting only the specific requests of the "host" country, 
and “phasing out" refers to the withdrawal of U.S. participation as the "host" 
country assumes control. The three principal projects discussed were a 
training school to teach mechanics to operate heavy machinery for roadbuilding, 
industry and agriculture; a project in agricultural education in Saltillo, 
Coahuila which failed; and a project to increase industrial productivity. No 
real criticism was leveled at the first project, but the failure of the second 
focused attention on a number of administrat ve difficulties culminating in a 
super-nationalist Communist-led student strike which attacked the whole idea 
of technical cooperation. In digging into the causes of this failure, the 
final report of the committee blamed overseliing, hostility between the state 
government of Coahuila and the Mexican Secretary of Education, and a certain 
amount of administrative delay in Washington. Actually, when the program was 
ready to start, funds were withheld by the Secretary of Education, and the 
Governor of Coahuila closed the dormitories at the participating school. The 
strike flared and, instead of upholding the Governor against the Secretary of 
Education, the whole thing became an anti-United States campaign. The sub- 
committee maintained in its final report that the project should not have 
been started because of the friction between the two branches of the Mexican 
Government, but during hearings, the technical assistance men in Mexico City 
claimed that they had no knowledge of this lack of cooperation. In the 
project to increase industrial productivity, “selling” was again criticized 
as well as the tendency to introduce an activity mainly because it had been 
done in other parts of the world. The calculation of the share contributed 
by Mexico in various projects was also scrutinized, but it was pointed out 
that old arrangements whereby host-country financing had sometimes been less 
than half had been terminated and that Mexico was now contributing funds in 
the proportion of three to one. 


In Bogota the subcommittee learned that the assistance program involved 
three projects in Colombia. Oldest of the projects, begun in 1943, was that 
of a health and sanitation agency which was operated in conjunction with the 
Colombian health ministry. The U.S. contribution of eight technicians and of 
$100,000 per year, matched by a $1 million allotment by the host government, 
was devoted to antimalaria and antiyaws projects and to advisory work in 
sanitary engineering. In the latter capacity the servicio staff was in fact 
the sanitary engineering division of the health ministry. Such a function 
appeared to exceed the investigators’ concept of the U.S. obligations. 
Concerning disease control activities, it was felt that they had reached an 
operational stage no longer requiring technical assistance. That the 
Colombian Government had shown no interest in assuming complete responsi- 
bility for the health and sanitation program, though financially capable, 
nonplussed the subcommittee. 


A contract drawn up in late 1951, and extended subsequently, involved 
the assistance program, Michigan State College, and Colombia in a project to 
improve agricultural college curricula and to operate a pilot extension 


i 
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service. The work, investigators were informed, was successful although so 

few Colombians were reached that the value of its extension was held in doubt 
by the mission. In June 1954 a project agreement was made which established 
the Small Homes Council of the University of Illinois as an advisory facility 
for a semi-official government agency. The advice was to be in the planning 
of land use, design and materials for housing. 


The subcommittee discovered that the dissemination of information about 
technical assistance in agriculture had been done satisfactorily within the 
means available, but that there was room for improvement in publicizing the 
not inconsiderable results gained in health and sanitation work. More dis- 
turbing to the subcommittee was the revelation that the effectiveness of the 
Colombian mission, as with a number of its equivalents elsewhere, suffered 
from serious delays in the receipt of funds from Washington. Neither could 
the congressional group condone Washington's last-minute assignment of 
additional funds to the mission with the obvious intent to obligate money 
rather than have it revert to the U.S. Treasury as unexpended. 


Too brief a stop was made in Ecuador for the subcommittee to hold formal 
hearings. It did learn that there had been much progress in the health and 
sanitation aspects of the technical assistance program, which had been 
activated in 1942. Curative medical facilities had been improved and 
expanded, thus helping to intensify anti-malarial and anti-yaws campaigns 

and the construction of water and sewerage systems. Technical assistance 
activities were also carried out through servicios in agriculture, education, 


industry, and manual arts. 


In Peru, the subcommittee was impressed with the development of a cattle 
quarantine system which the host government had made a part of its continuing 
effort to control foot-and-mouth disease. The turnover of operations in this 
instance and the transfer of technical knowledge which it implied were not 
characteristic of the Peruvian experience, however. The subcommittee was 
extremely critical of the lack of definite objectives with which technical 
cooperation projects were generally undertaken in that country, and felt that 
each program should include a pattern for phasing out United States financial 
participation, in order to maintain a distinction between genuine technical 
assistance and outright economic subsidy. Objection was also taken to the 
policy of “selling” the host government on a program which it was reluctant 

- to initiate or support. In this connection, the subcommittee heard testimony 

from U.S. Operations Mission Director John R. Neale, who frankly admitted: 


"The Peruvian Government could undoubtedly support this entire 
program itself today or tomorrow or next year. It could have 
supported it last year. The total amount of money involved is such 
that by all means it isn't beyond the competence of the Peruvian 
Government to cover." 


In Peru, as in other countries, the subcommittee felt that the host- 
country contributions reported by the International Cooperation Administration 
to Congress were misleading. An instance was cited in which the Peruvian 
Government was supposed to have contributed $3 million to the agricultural 
servicio. Questioning revealed, however, that this amount was the proceeds of 
an International Bank loan made to Peru and used to purchase agricultural 
machinery which was supplied to Peruvian farmers through the servicio. The 
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subcommittee observed that the charges made to the farmers served to pay off 
the loan, so that no Peruvian Government contribution was involved except for 


guaranteeing the loan. 


It was explained in testimony that the reason that the United States 
continued paying so much of the cost of the programs was that the Peruvian 
Government would not carry on the work otherwise. 


The subcommittee expressed the opinion that the mission to Bolivia 
showed the most progress in programming, especially with respect to the 
determination of cut-off points for termination of U.S. financial support. 
It was noted that this mission had been supplied by the Bolivian Government 
with a master plan for economic diversification within which the individual 
projects could be rationally fitted. 


As with Peru, the reported contribution of the host country was felt to 
be misleading. According to the official rate of exchange, by which 
transactions were figured, Bolivia contributed 8.8 times as much as the U.S. 
did to the health servicio, but, according to the free market rate, the U.S. 
actually put in twice as much as Bolivia. 


The subcommittee commended the technical cooperation mission in Chile 
for a well conceived and well executed preventive medicine program. Five 
health centers established during the period 1949-1953 were turned over to 
the Chilean Government as functioning installations, and they in turn provided 
the pattern for ten additional centers. The subcommittee noted that "... all 
the elements of a successful technical assistance project were present in this 
case. The project dealt with a problem which had been of concern to the host 
government? it involved a demonstration of a method of solving it; it 
resulted not only <n an activity which could be and was turned over to the 
host government, but it stimulated expanded and continuing action by the host 
government in this particular field." 


While there is no technical assistance program in Argentina, the sub- 
committee questioned Embassy personnel at length about various aspects of 
State Department operations. The subcommittee was critical of a situation 
involving surplus U.S. fats and vegetable oils. Agreements had been made by 
which Argentina would pay for the commodities in pesos with a percentage 
earmarked for loans to stimulate Argentina's economic potential. The adminis- 
tration of such loans comes under I.C.A. (International Cooperation Adminis- 
tration), but the program was stalled because I.C.A. had made no provisions 


to handle them. 


In Uruguay Point-Four operations were fairly well developed on a 
moderate scale. In the subcommittee'’s opinion the situation in Uruguay 
illustrated two general criticisms of 1.C.A. operations: little financial 
participation by the host country; inadequacies in personnel recruitment. 


Up to June 30, 1955 the U.S. had obligated more than $1.1 million for 
technical assistance in eight fields, but Uruguay had contributed to one 
only, that of health and sanitation. The subcommittee was critical of the 
idea that Point-Four programs had to be demonstrated or "sold" in order to 
obtain host country participation. This violated the principle that 
assistance should be given only when it was requested. 


- 318 - 


When Frank T. O'Brien, Point-Four head in Uruguay, testified before the 
subcommittee in October 1955, he maintained that part of the problem resulted 
from a delay or a refusal by the Uruguayan Congress to ratify the agreements. 
He denied that any attempt was made to “sell” Point Four. 


The problem of recruiting technical personnel was due to a deficiency in 
the planning process, according to the subcommittee. It was felt that there 
was a failure to take adequate account of the obstacles to recruitment. This 
in turn led to the situation in which funds for Point-Four operations were 
obligated but na&spent. O'Brien had said that the biggest problems in 
perfecting plans were the uncertainty of ratification, and not being certain 
that personnel was available. He had explained that when personnel was 
requested, fundshad to be obligated to cover salaries and activities, but too 
often the people did not arrive. This was an important reason why $346,200 
of the more than $1.1 million in U.S. funds obligated for I.C.A. activities 


in Uruguay remained unspent. 


In Brazil, career Ambassador James C. Dunn, only a few months in Rio 
when the subcommittee arrived in October 1955, let Robert P,. Terrill, 
economic counselor for three years, answer most of the questions. The Inter- 
national Cooperation Administration's Operations Mission director, William 
E. Warne, had just arrived from heading Point Four in Iran and was not yet 
fully informed. He observed that among the 59 million Brazilians there are 
percentagewise far more persons capable of benefiting from U.S. Technical 
Assistance than in Iran. The subcommittee voiced annoyance with Warne's 
inability to show concretely how millions of dollars of U.S. aid had 
transferred know-how. 


The subcommittée found Warne's preoccupation with operational statistics 
like construction of 20,000 privies in Amaz6Gnia since 1942 "not very illumi- 
nating.” The congressional probers dismissed many attempted justifications 
of the continuation of I.C.A. activities on the present level, saying they 
merely indicated a normal growth pattern in the Brazilian economy. The 
crucial consideration, Hardy stressed, was not normal progress but "rather 
the extent to which technical assistance has contributed to that development” 
through projects completed and turned over to Brazil. The subcommittee 
bridled at new housing and social welfare projects of I.C.A. added at 
Brazilian request since the economic conference in Rio in November 1954. 


Embassy and I.C.A. officials sought to justify increased funds for 
I.C.A. by pointing to the importance to the U.S. of helping Brazil combat 
Communism and develop its vast resources like minerals and oil. The probers 
were told that Brazil needs considerable temporary economic and technical aid 
but has ample natural resources for vast future economic progress. 


This led the subcommittee to suggest dropping projects in which Brazil 
seemed uninterested, pointing to excessive carry-overs of unexpended funds 
into the new fiscal year. The report cited a two-year delay in using 
$300,000 for agriculture because Brazil failed to appropriate matching funds. 
In 1952, a rural education program for which I.C.A. put up $150,000 had to be 
cancelled when Brazil did nothing. The subcommittee felt that I.C.A. tried 
to "sell" reluctant Brazil on certain projects. 
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Testimony brought out such interesting problems as how I.C.A. can send 
more Brazilian labor leaders to observe the U.S. economy and way of life to 
counteract trips behind the Iron Curtain given by the Kremlin to hundreds of 
labor leaders. Hampered by U.S. security clearance redtape, I.C.A. admitted 
it had been able to give only a few dozen anti-Communist labor leaders U.S. 
trips. Hardy urged greater efforts. Another preoccupation of the probers 
was closer coordination between Embassy and I.C.A. personnel to increase 
Point-Four efficiency and clarify objectives. A serious lack of accurate 
Brazilian statistics hinders all planning. The subcommittee also wanted 
Congress to get fuller reports on aid results and rising contributions by 


Brazil. 


Such were the sub-committee's observations and conclusions. In brief, 
its recommendations were these. It advised that the conditions set up for 
the granting of Point-Four aid should be more strictly observed. I.C.A. 
officials should discontinue seeking approval for projects "through selling 
methods" rather than as a result of a bona fide interest on the part of the 
host government. They should insist upon having the host countries begin 
providing a "fair share” of the financing. Moreover, officials should 
present to Congress a more realistic picture of actual host-country contri- 
butions. In the past presentations had been misleading because, for 
example, differing exchange rates were employed in the computations to give 
an impression of maximum host-country contributions and minimum host-country 
economic capabilities. In the future U.S. financial participation should be 
phased out with projects being gradually transferred to host-country 
responsibility. It was declared that in the past this had not been ac- 
complished to the extent desirable. To eliminate the conflicts and confusion 
that often exists in the administration of technical aid a clear delineation 
of authority should be made of U.S. Embassy and I.C.A. personnel in overseas 
posts. Furthermore, policy objectives should be more clearly defined. 


Surprisingly, in view of the often-repeated charges that over-all aid to 
Latin America has been neglected in favor of other areas of the world, the 
report made no mention of any lack of appropriations to support desired 
projects. In fact, several instances were cited in which projects failed to 
use money which was actually available. In conclusion, it should be noted 
that the criticisms of the subcommittee were directed mainly at adminis- 
trative procedure; there was no questioning of the basic concept of the need 
for technical cooperation, that is, the sharing with other countries of the 
great boon of know-how. 


THE HISPANIC AMERICAN BOOKSHELF 


by 


FOREIGN RELATIONS OF THE UNITED STATES. DIPLOMATIC PAPERS. 1938. (In Five 
Volumes). Volume V. THE AMERICAN REPUBLICS. Washington. U.S. Government 


Printing Office. 1956. Pp. 995. $4.25. 


It is easy to criticize many activities of the State Department, but 
scholars must be deeply appreciative of the work of the Historical Division 
in publishing the volumes of "Foreign Relations of the United States," which 
are incidentally a real bargain in these days of expensive books. Some 
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paragraphs from the Department's release summarize excellently the contents 
of this volume: 


The first part of this volume consists of a general section 
treating multilateral subjects. These include the Eighth Inter- 
national Conference of American States at Lima, the Chaco dispute 
between Bolivia and Paraguay, conciliation of differences between 
the Dominican Republic and Haiti, a dispute between the United 
Kingdom and Guatemala with respect to British Honduras, and 
boundary disputes between Argentina and Chile, Ecuador and Peru, 
and Honduras and Nicaragua. The Conference of American States 
was notable for the adoption of the Declaration of the Principles 
of the Solidarity of America, generally known as the Declaration 
of Lima. 


The remainder of this volume deals with bilateral relations 
of the United States with individual American republics, the 
topics being arranged under country headings. The subject given 
most attention is that of trade agreements, negotiations of that 
nature being recorded with ten countries: Argentina, Brazil, 
Chile, Cuba, Dominican Republic, Ecuador, Nicaragua, Peru, 
Uruguay and Venezuela. Other topics treated include military 
missions, protection of business interests, exchange restrictions, 
debts and claims. 


Foreign Relations of the United States, 1938 » Volume V, The 
American Republics, was “compiled in the Foreign Relations Branch 
of the Historical Division by Victor J. Farrar and Henry P. Beers 
under the direction of the Editor of Foreign Relations, 

E. R. Perkins. 


Maurice Collis. CORTES AND MONTEZUMA. New York. Harcourt Brace. 1955. 
Pp. 256. $4.00 


Maurice Collis is a former Indian Civil Service officer who returned to 
England and has since devoted himself to research and writing on a variety 
of subjects. His account of the conquest of Mexico is fascinating; it is 
essentially a comparison between Cortés and Montezuma, in which the latter 

- appears in a more favorable light than the former. Several of Collis' pre- 
suppositions do not seem quite fair to this reviewer. Coliis says that 
Prescott's account frequently does not make sense and presents too heroic an 
interpretation of Cortés. Madariaga is described as having set out in a 
scholarly way to rectify these errors of Prescott. Whatever the truth may 
be about Prescott and Madariaga, Collis has written an excellent book in 
which the Mexican mores and religion are depicted with sufficient sympathy 
and knowledge to make Montezuma appear a much more likable figure than 
Cortés. There are a few errors (e.g., Soustrelle for Soustelle), and it 

is regrettable that a book of such value has neither notes nor bibliography. 


CORRECTION: The HANDBOOK OF HISPANIC SOURCE 
MATERIALS IN THE UNITED STATES will be sold 
only in a cloth edition ($10.00). 

(See back outside cover) 


